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ABSTRACT 


The apparel industry has become highly competitive and complex as consumers’ demands vary, thus pressuring 








organisations in this sector to invest in better demand forecasting and planning tools. Apparel supply chains are 
affected by both external and internal factors which impact on the performance of organisations in the market. These 
dynamics have become challenges in the forecasting and planning of demand in apparel supply chains. This study 
explores demand forecasting and planning factors influencing the apparel industry. The significance of this study lies 
in the importance of identifying the factors that influence planning for future demand in order to accurately estimate 
supply quantities required to meet consumer needs. The study contributes to the existing body of knowledge as 
it provides insight into the various factors that influence demand planning for a prominent apparel retailer within 
the South African industry. The study is exploratory and descriptive. Thematic analysis was used to analyse the 
data. The findings reveal that there are factors that influence how demand forecasting and planning practices are 
conducted in the apparel industry. These include competition, economic issues, weather, system issues, poor internal 
collaboration, supplier issues and social media. It is important that organisations in the apparel industry should take 
these factors into consideration when planning for demand to ensure consumer needs can be met, thus improving 
the performance of the apparel industry. 
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INTRODUCTION 


Globalisation has intensified competition in the apparel industry and the attendant rapid development of apparel 
products. The onset of inexpensive communication, the advancement of technology, and the improvement of 
transportation methods have brought supply chain partners and customers closer to one another, thus increasing 
the need for more responsive supply chains and leading to challenges in planning and forecasting for demand 
(Choi & Guo 2018:3409; Choi, Govindan, Li & Li 2017:1). The rapid changes in consumer perceptions of offerings 
make it difficult to predict the products that consumers will purchase. Furthermore, the outsourcing and offshoring 
of apparel production complicates preparing and planning for demand since a product item might become obsolete 
whilst in transit (Nenni, Giustiniano & Pirolo 2013:2). This has resulted in intensified competition within industries 
(Babai, Ali, Boylan & Syntetos 2013:464) and has negatively impacted on the profitability of organisations (Wen, 
Choi & Chung 2019:34). 
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Jacobs & Chase (2018:445) observe that the forecasting and planning of demand within the apparel industry is 
complex as many processes are involved and communication at various stages is required. The amount of time it 
takes from the spinning and weaving of materials, the production of the final product, shipping between partners to 
the final customer, and short product life cycles creates complexity (Wen et al. 2019:35). Therefore, an appreciable 
length of time can elapse between the idea of producing the garment to its entering the market as a final product. 
A further challenge is the shelf-life cycle of a fashion product, which is considerably shorter than the amount of 
time it took to create it (Wen et al. 2019:47). Forecasting for future demand is of significant importance to every 
business as it influences most functions within an organisation. Thus, the identification of factors that influence the 
forecasting and planning of demand may help to avoid the loss of sales due to late delivery and/or an accumulation 
of unwanted inventory due to over-production. 


Consequently, organisations need to align their supply and demand plans to ensure the optimisation of profits 
within their businesses. As observed by Matsoma & Ambe (2016:195), demand forecasting plays an important 
role when it comes to the profitability of a business. Demand forecasting supports most organisational planning 
activities such as demand, inventory, production and procurement planning (Jiang, Tian, Xu & Zhang 2016: 800). 


Demand forecasting and planning has gained considerable attention in recent times (Matsoma & Ambe 
2016:195). Nevertheless, there is a dearth of research in this area. A search on various search engines, most 
notably Ebscohost, Sabinet and Google Scholar, revealed that several studies on the South African apparel industry 
have been published dealing with various topics. Some of the studies focused on only one apparel organisation 
(White, 2017:2; Muhwati & Salisbury 2017:864); on the key factors affecting demand planning practices in the 
Gauteng clothing industry, specifically clothing manufacturers (Matsoma & Ambe, 2016:194; Matsoma & Ambe, 
2017:2); or on a specific factor such as point-of-sale or agility (Muhwati & Salisbury, 2017:864; Raza & Kilbourn, 
2017:1). Other scholars chose to investigate specific apparel product types, such as eco-friendly apparel for males, 
and cotton garments (Taljaard, Sonnenberg & Jacobs, 2018:461; van Niekerk, 2018:2). Given the apparent lack 
of focused research into the various factors that influence demand forecasting and planning in the South African 
apparel retail industry the following statement was formulated: 


There is a lack of information and knowledge on factors that influence demand forecasting and planning in the 
South African apparel retail industry that could negatively affect the efficiency and effectiveness of their supply 
chain. 

This study is set in the South African apparel industry, with a focus on the factors that influence demand 
forecasting and planning. This may help to avoid the loss of sales due to late delivery and/or an accumulation of 
unwanted inventory due to over-production. Apparel Retailer A (a pseudonym) was chosen for the study because: 
(1) it is one of South Africa’s leading apparel retailers; and (2) one of the authors was given permission to conduct 
a study there and thus had access to relevant data. The following research objective guided the study: 


to identify the factors that influence Apparel Retailer A’s demand forecasting and planning. 


Therefore, the various factors that influence demand forecasting and planning of a prominent apparel retailer 
within the South African apparel industry are explored. The factors identified in the study have an impact on the 
competitiveness of the apparel sector, which plays a key role in the overall South African economy. The field of 
demand forecasting and planning is dynamic; thus the study provides new insights into this field and that of SCM. 
This can assist practitioners in developing appropriate strategies to reduce deleterious effects on the efficiency and 
effectiveness of their supply chains. 


The article first reviews the available literature on the South African apparel sector, the apparel supply chain, 
factors influencing demand forecasting and planning, and initiatives to alleviate its effects. This is followed by a 
description of the research design and methodology and a report of the findings. Lastly, recommendations are 
offered and conclusions drawn. 
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LITERATURE REVIEW 
Overview of the South African Apparel Sector 


The apparel industry has evolved significantly as a result of technological development, intensified competition, 
the number of fashion seasons and the ever-changing and complex structures of today’s supply chains (Ayers 
& Odegaard 2018:14). The South African apparel industry is one of the leading distribution channels within the 
country’s retail industry and contributes around 8% to the country’s GDP (Raza & Kilbourn 2017:2). In addition, it 
is one the largest employment sectors in the country and makes a significant contribution to the nation’s growth in 
terms of sales (Matsoma & Ambe, 2016:194). A study conducted by Statistics SA (StatsSA 2015: Internet) showed 
that in 2014, 21% of the R707 billion contributed by the retailing industry to the economy belonged to the apparel 
industry, making it the second biggest contributor in the retailing industry. 


The growth of global competition has pushed apparel organisations to plan effectively for their production and 
constantly improve the efficiencies and flexibility of their supply chains (Ivanov, Das & Choi 2018:3361). The South 
African apparel industry is highly dependent on imported products, with China being the main and largest supplier, 
making demand planning and forecasting crucial for the local industry (Raza & Kilbourn 2017:5). South Africa’s 
sophisticated and significant changes in technology have improved the country’s transportation and communication 
infrastructure, allowing the apparel industry to source products more cheaply and rapidly from across its borders 
(Ayers & Odegaard 2018:3). However, responding to the volatile apparel market has proved to be one of the main 
challenges in South African apparel supply chains. South African apparel organisations see demand forecasting 
and planning as key investment areas since they have had to develop demand-driven supply chain strategies that 
are customer focused (Raza & Kilbourn 2017:1). 


Supply Chain Management 


A supply chain can be described as a network comprising of suppliers, producers, warehouses, distribution 
centres and retailers that are directly or indirectly interdependent in delivering a product to the ultimate customer 
(Jacobs & Chase 2018:3; Monczka, Handfield, Giunipero & Patterson 2016:13). The Association for Supply Chain 
Management (APICS) dictionary (2019) describes SCM as the running, controlling, and monitoring of supply chain 
activities with the objective of creating and building a competitive infrastructure that leverages global logistics, 
matching supply with demand and evaluating supply chain performance. The goal of every supply chain is to 
maximise the overall value generated (Chopra & Meindl 2016:15). 


Traditionally, organisations tended to focus on maximising the efficiency of single business units. However, 
with the rapid changes in technology, organisations are beginning to realise that the aim of SCM is to optimise 
the performance of an organisation and its partners as a whole and not only one business unit (Xu, Dong & Xia 
2015:370). Wen et al. (2019:34) argue that today’s organisations cannot become successful market leaders without 
the help of their supply chain partners. Leveraging the strengths of partners gives competitive advantage and 
compensates for internal deficiencies. 


Interest in SCM has significantly increased as organisations are realising the need for collaborative relationships 
with the different businesses that affect their productivity (Meier 2016:27). Organisations today are faced with the 
globalisation of operations, longer lead times, shorter product life cycles, increased competition and the movement 
towards better customer services (Ivanov et al. 2018:3359). These dynamic developments have made SCM one of 
the key performance strategies for achieving competitiveness within industries (Choi & Guo 2018:3409). 


Demand Forecasting 


One of the basic components of SCM is demand forecasting as it directly impacts on organisations’ inventory 
levels, their profitability and their competitiveness within the market (Liu, Ju, Zhao, Gao, Zheng & Jiang 2016:825). 
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Predicting and planning for future demand has not been easy as much research is required in order for the business 
to sufficiently prepare for its consumers’ demands (Dong, Huang, Sinha & Xu 2014:245). 


Demand forecasting can be described as a systematic method that involves the anticipation of demand for 
products and services to be offered by an organisation in the future under a number of unforeseen and competitive 
influences (Yu, Choi & Hui 2011:7373). Forecasts that are more accurately predicted may assist with the management 
of inventories and the maximisation of customer service delivery (Gray & Dougherty 2017:5). 


Effective forecasting of demand enables role players within a supply chain to efficiently make long-term and 
short-term plans as well as sound business decisions. Some of the plans and decisions include planning production 
policies, procurement of adequate materials, monitoring of sales, management of funds and product pricing decisions 
(Nenni et al. 2013:3; Rakicevi¢ & Vujosevic 2015:4). All these decisions help the organisation to allocate resources 
efficiently during its operations, allowing it to meet anticipated demand as well as to remain competitive within its 
market (Liu et al. 2016:827). 


Demand forecasting has become a critical element for driving efficient operations in supply chains. Monczka et al. 
(2016:129) found that forecasting is a critical maintenance tool that ensures that the needs of consumers are met. 
Efficient communication and collaboration amongst supply chain partners is vital as supply chain management (SCM) 
decisions are generally made prior to the time that the consumers’ actual demands are known. For instance, the 
procurement of a certain type of garment in a fashion retail supply chain is often undertaken before the organisation 
has clarity about the consumer perceptions of the product (Kilger & Wagner 2015:125). 


Demand Planning 


Effective forecasting methods can only be implemented in supply chains with a clear and concise demand plan 
in place. In order to do this efficiently, it is imperative that organisations have a clear definition of what the demand 
planning process is and how to make use of it. 


Demand planning is a process that gives organisations the opportunity to reduce costs steadily within the network, 
improve the management of inventories across the supply chain and improve speed-to-market (Szozda & Werbinska- 
Wojciechowska 2013:73). Demand planning can be described as a management process that enables an organisation 
to tailor its resources, capacity, finances and information for production and/or services in ways that allow it to meet 
the variations in demand within its market (Bona & Lénart 2014:98; Zepeda & Valenzaela 2012:1). 


Demand planning plays an important role in the running of an organisation and of a supply chain since it produces 
input data for other key strategic and operative planning areas such as production planning, resource planning and 
financial budgets (Bona & Lénart 2014: 97). Selecting and planning for a new apparel product for the upcoming season 
is achallenge. Inaccuracy in demand planning results in uncertainty within supply chains, which may negatively impact 
on the supply chain as a whole. Apparel retailers depend on demand and, in order to remain profitable, organisations 
have to invest in the constant improvement of demand planning strategies (Choi 2019:163). 


Factors influencing Demand Forecasting and Planning in the Apparel Industry 


Clothing is one of the basic human needs for survival. However, the majority of consumers also view clothing as 
a sign of lifestyle, taste and social status (Chaudhary 2011:2). Fashionable clothing is demanded by the majority of 
consumers, while basic clothing is sought by the minority (Aksoy, Ozturk & Sucky 2012:222; Thomassey 2010:4771). 
Such inconsistencies in consumer demands make demand forecasting and planning a complex process for apparel 
supply chains, as demand is influenced by trends, runways and socialites (Matsoma & Ambe 2016:195). The apparel 
industry is one industry that has realised the importance of demand forecasting and planning due to its high demand 
uncertainty, lack of historical data and short seasonal trends that lead to short product life cycles (Nenni et al. 2013:1). 


One of the aims of the apparel industry is to provide an appealing and desirable connection between a consumer 
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and the product that satisfies the consumers’ needs and wants, resulting in recurring sales (Gharde 2016:1). The 
accurate prediction of demand has become such a vital issue in SCM that organisations are investing in better 
forecasting systems to improve their supply chain structures for better performance (Chan & Chan 2010:1195). 


Demand has become customer driven, making it vital for organisations to observe the way in which consumers 
adjust to trends as well as to changes in demand patterns, lifestyles and preferences (Gharde 2016:1). Forecasting 
and planning for demand remains a challenge (Liu, Ren, Choi, Hui & Ng 2013:1). In addition to having to deal with 
competitors and the rapid change of the business environment, the apparel industry is faced with a number of factors 
that influence its operations within its supply chains. The factors that influence demand forecasting and planning within 
the industry, include technology, globalisation, political unrest, socio-economic issues, environmental responsibility 
and environmental unpredictability (Matsoma & Ambe 2016:195). 


Initiatives to alleviate Factors Influencing Demand Forecasting and Planning 


The following are some of the initiatives used within the apparel industry to alleviate the factors that influence 
demand forecasting and planning. 


Technology 


Apparel supply chains aim to acquire fabrics, to manufacture and then start shipping within short lead times. With 
technology allowing consumers to access products easily (due to ease of communication and transportation), apparel 
retailers are experiencing demand fluctuations as consumers are easily influenced by the comments they find online 
(Jacobs & Chase 2018:406; Nagurney & Yu 2012:532). It is important for apparel retailers to adjust their supply 
chain strategies in ways that could help them react to market demands more easily or to maximise profits. Retailers 
should make use of social media influences as a strategy to maximise their profits by re-structuring their operational 
strategies accordingly (Shen, Qian & Choi 2017:97). 


Globalisation 


Gobalisation contributes to the factors that influence demand forecasting and planning in the apparel retail industry. 
(Janggaa, Ali, Ismail & Sahari 2015: 262; Matsoma & Ambe, 2016:194). The reduction in the number of apparel 
manufacturers and the influx of imports have contributed to complexities in forecasting and planning globally, as well 
as in South Africa (Matsoma & Ambe, 2016:194). The freedom to move people, products and services globally, as 
well as the ability to outsource the production of products in other parts in the world for a fraction of the price, has led 
to a significant increase in competition within industries (Babai et al., 2013:464). 


Collaborative planning, forecasting and replenishment (CPFR) can be used to provide crucial information across 
the supply chain network to improve the response to market demands (Heizer, Render & Munson 2017:110). Improving 
the agility of the supply chain powers it to advantages in product innovation, faster speed to market and greater profits 
as flexibility has become an important strategy to achieve competitive advantage (Janggaa et al., 2015: 262). 


Political and Legal Matters 


Organisations have to deal with local and global regulations before penetrating into certain new markets and 
should examine sustainability laws (Choi 2010:110; Gereffi & Lee 2012:24). An organisation’s failure to follow the 
laws may result in government’s detaining and delaying the movement of products, thus delaying delivery-to-market. 
Moreover, failure to abide by the laws may result in the tarnishing of the parent organisation’s reputation, payment of 
fines/penalties, or even a loss of market share (Anner 2018:77). An example is the case of Zara and its association 
with sweatshops and child labour issues in Brazil, Turkey and Argentina in 2011, 2013 and 2017 respectively (Butler 
2016:1). 
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Society has been pushing governments to curb supply chain irresponsibility by calling for organisations to 
devise cleaner production methods and safer labour practices (Du, Hu & Wang 2017: 570). This has forced parent 
organisations to ensure that they take care to select supply chain partners that are sustainable and conform to 
policies, both locally and internationally. 


Socio-Economic Issues 


Globalisation has removed international boundaries and introduced new elements that organisations now need 
to consider before penetrating a new market. These elements include cultural differences, currency exchanges, 
climate changes, and political and legal systems (Ayers & Odegaard 2018:52). Changes in the economy are often 
unexpected; for instance, an increase in fuel prices, currency fluctuations, and changes in interest rates and inflation, 
are all potential issues that could lead to an increase in the prices of products, and the unexpected shifting in demand 
(Xiao & Jin 2011:257-8). These changes add to the complexity of demand forecasting and planning. 


Ayers and Odegaard (2018:52) identified a conventional tool known as a country portfolio analysis, which can be 
used to assess foreign markets and to weigh market opportunities. Ayers (2006:105) lists four dimensions — cultural, 
administrative, geographic and economic — as determinants that organisations may use when anticipating a move 
into a new market. The use of these tools allows organisations to gain a better insight into the type of society they will 
be investing in. 


Environmental Responsibility 


Supply chains need to become environmentally responsible. Society has been pushing governments to curb supply 
chain irresponsibility by calling for organisations to devise cleaner production methods and safer labour practices (Du 
et al. 2017: 570). This has forced organisations to ensure that they select supply chain partners that are sustainable 
and conform to these policies, locally and internationally. Furthermore, organisations have found that “being green“ 
does not only mean acquiring environmentally friendly technologies or using materials that are recyclable, but it also 
delivers the benefits of waste reduction during production and lowered resource usage, thus cutting down on costs 
within the supply chain (Jacobs & Chase 2018:411). 


Environmental Unpredictability 


The success of SCM is dependent on the integration of strategies by supply chain partners in order to be more 
responsive and flexible to changes in the environment (Sukati, Hamid, Baharun & Yusoff 2012:225). The apparel 
industry is a highly dynamic environment with rapid and unexpected changes. Supply chain networks are faced 
with uncertain changes within the external environment that may result in the ability of organisations to estimate 
successfully the impact of these changes on the supply chain’s performance (Janggaa et al. 2015:263). Flexibility 
and responsiveness have become management strategies of significant importance that allow supply chains to be 
more agile in a highly unpredictable environment. Heizer et al, (2017:110) suggest that, in order to reduce the impact 
of unexpected changes within the environment, organisations invest in advanced technology that promotes rapid 
communication and the sharing of accurate data across the supply chain. 


From the review of the literature, it can be concluded that the identification of factors that influence the forecasting 
and planning of demand and the initiatives to minimise these factors, may help to avoid the negative affect on the 
efficiency and effectiveness of apparel retailers’ supply chain. 


RESEARCH DESIGN 


An exploratory and descriptive method was adopted. The purpose of the empirical research was to identify the 
factors that influence Apparel Retailer A’s demand forecasting and planning. A focus group question guide was 
designed to achieve this. The question guide contained five main engagement questions that focused on introducing 
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the topics in the study’s research objective. The other questions were exploration questions (to gain insight into the 
knowledge that the participants had pertaining to the topic in question) and exit questions (to allow the authors to 
round up the discussion and move on to the next topic). The discussion guide was checked for content validity by a 
number of academics during the ethical clearance process. The purpose of this review was to refine the questions 
in order to confirm that the participants would be able to answer them without any difficulty as well as allowing for 
assessment of the validity of the questions in order to give greater reliability to the data collected (Saunders, Lewis & 
Thornhill 2016:723). The discussions were moderated, led, guided and monitored by one of the authors. 


Sampling 


The unit of analysis for the study was Apparel Retailer A. The planning department at Apparel Retailer A was 
selected as the target population of the study. The organisation’s planning department works closely with the 
marketing, human resources, operations and production departments as well as with finance and accounting. The 
planning department synchronises the plans for anticipated demand provided by each department and then uses 
this information to draw the final plan for each brand. Apparel Retailer A’s planning department was deemed to be 
the most appropriate target population for this study as it is the only department that has access and makes input to 
demand forecasting information in most of the organisation’s main functions. The planning department comprises 30 
employees. 


Since Apparel Retailer A allowed only fifteen staff to participate in the study, a non-probability convenience sampling 
technique was used. Therefore fifteen participants formed part of the focus group discussions. These comprised five 
brand merchants and ten merchant planners. The participants were selected as they are responsible for the day-to- 
day planning, forecasting and allocation of the organisation’s products and were able to provide the required data. 
The participants were broken down into three focus groups of five, six and four participants each. 


Data collection 


Data collection took place during June/July 2019. The focus group discussions were conducted face-to-face by 
one of the authors. Focus groups can be described as a type of qualitative research method used by researchers 
to explore a specific population’s understanding and knowledge regarding a particular topic. Focus groups can be 
conducted through face-to-face meetings, telephonically or via video calling (Koskan, Rice, Gwede, Meade, Sehovic 
& Quinn 2014:2). This data collection process was deemed appropriate because it allowed the authors to gather 
participants with similar working experience to discuss a shared topic of interest. 


Data analysis 


Data in the study was analysed using content analysis. Content analysis is a method that can be used to analyse 
qualitative data. It involves identifying themes and key words in the recording of the interviews (Saunders et al. 
2016). It is used to “see the meaning” in data obtained from verbal dialogue, visual depictions, and written documents 
(Braun, Clarke, Hayfield & Terry 2018:1). The data gathered from each participant was transcribed and was then 
reviewed to identify key words, concepts, sentences, and related themes. 


Validity and Trustworthiness 


To ensure that the data was reliable, trustworthy and credible, the researcher used Guba’s 1979 model of 
trustworthiness (Lincoln & Guba 1985: 289). Accordingly, the trustworthiness of this study is based on credibility, 
dependability, transferability and conformability of the data. Credibility was improved by the use of the author’s 
personal notes and were matched against the transcribed interviews. The questions in the question guide were 
phrased in simple language to make sure that there was no ambiguity. The participants were given the opportunity to 
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ask questions and seek clarity, if needed, before responding to the questions. Therefore, consistency was maintained 
during the focus group discussions, which contributed to the trustworthiness of the results of the study. In order to 
ensure conformity of the data, the focus group discussions were voice recorded and transcribed verbatim. One of 
the authors carried out the transcription process and the transcribed data was reviewed and checked for accuracy by 
both authors. 


RESULTS AND DISCUSSION OF THE FINDINGS 
Profile of the Participants 


The participants who participated in this study are responsible for managing the forecasting and planning for future 
demand in Apparel Retailer A’s apparel division. Of the fifteen participants, eleven were females. Overall, eight of the 
participants had been in the organisation between 5 and 17 years and the other seven participants at least 3 years. 
Five of the participants were brand merchants (team leaders) whilst the others were merchandise planners, meaning 
the participants had in depth knowledge of the forecasting and planning of apparel merchandise in the organisation. 
Three focus groups interviews were conducted at which at least one team leader was included in each group. The 
profiles of the participants in the focus groups and the interview duration are presented in Table 1. 


Findings and Discussions 


This section provides insight into the factors that influence demand forecasting and demand planning in the 
supply chain. As indicated in the literature, the forecasting and planning of demand has become challenging due to 
unpredictable factors that lessen the efficiencies of the forecasting and planning strategies in supply chains (Gharde 
2016:1). Table 2 summarises factors established from content analysis of the focus group discussions. The responses 
given by the participants highlighted competitors, economic issues, current trade, weather, and the environment as 
the main factors that influence demand forecasting and planning. These factors are discussed in more detail in the 
sections that follow. 


TABLE 1: 
PROFILE OF THE FOCUS GROUP DISCUSSION PARTICIPANTS 





Years of Discussion 














Focus Group Participants (N=15) Position Gender Department Service’ Duration 
Focus Group1 _—_— Participant 1 Planner Female Ladies BrandA 4 
Participant 2 Planner Female Ladies Brand B 3 
Participant 3 Planner Female Ladies Brand C 4 1 Hr 23 Secs 
Participant 4 Brand Merchant Male Team leader — Ladies and Kids Brands 7.5 
Participant 5 Planner Female Kids Brand C and Men’s Brands 5 
Focus Group2__— Participant 6 Planner Male Men's Brand A and Kids Brand B 3 
Participant 7 Planner Male Kids Brand A 4 
Participant 8 Planner Female — Ladies Brand E and Kids Brand C 14 1 Hr 3Mins 53 Secs 
Participant 9 Planner Female Ladies Brand D 3 
Participant 10 Brand Merchant Female — Team leader - Men, Ladies and Kids Brands 13 
Participant 11 Brand Merchant Male Team Leader — Ladies Brands 11 
Focus Group3 __— Participant 12 Planner Female —_ Big Boys 8 
Participant 13 Brand Merchant Female Team leader — Men’s Brands 17 
Participant 14 Planner Female — Ladies and Men’s Accessories Brands 3 58 Mins 20 Secs 
Participant 15 Brand Merchant Female Team leader — Kids Brands 7 
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TABLE 2: 
FACTORS INFLUENCING DEMAND FORECASTING AND DEMAND PLANNING IN THE SUPPLY CHAIN 





























Factors influencing Participants (N15) 

demand forecasting and demand planning. 1 2 3 4 5 6 7 8 9 10 11 12 13 14 «15 
Competitors ¥jVvV Vv v vv 
Economic issues v v vv Vv v 
Current trade v v vv v 
Weather and the environment v v v v 

System issues vv v 

Poor internal collaboration v v v 
Social media v v 

Suppliers v v 





Source: Compiled by researcher. 


Competitors 


Eight out of the fifteen participants stressed the fact that competitors are the main factor that influences demand as 
Apparel Retailer A is forced to re-work its business model to remain competitive. One participant described the entry 
of competitors as having resulted in “middle child syndrome” for Apparel Retailer A: 


“We’ve got middle child syndrome because your older brother and sister came on board who are your Top Shop, 
H&M but on top of that and you’ve got a younger brother and sister which would be the factory stores that are coming 
on board with one hundred stores across South Africa. They are doing what we did to Edgars, that’s a real struggle 
for us. We are in a sandwich, there is big brother and sister watching over us and saying, ‘hey, don’t copy us’. On top 
of that, we’ve got guys coming in for next to nothing underneath us that are not sustainable. They’re not doing what it 
needs to be done from the building of future business point of view. But they are stealing market share, the Chinese 
shops’ (Participant 11). 


This then contributes to the increase of competition in the market as the cancelled product is sold to competitors 
at a fraction of the price, stimulating the growth of competitors in the industry: 


“There are a whole handful of retailers who are just popping up, Fashion World, Fashion Fusion, The Hub and 
JET who are coming at us at a price and that’s kind of our game. That’s where we’ve taken on Edgars and 
Woolies in the past and they have played our game against us and that’s kind of whiplashed back into our supply 
chain” (Participant 4). 
“Where they get cost-pricing is that they buy stock from us. So let’s say we cancel something they can buy that 
for way cheaper. And then they sell that” (Participant 1). 

This is in line with the observation made by Raza & Kilbourn (2017:1) that the growth of global competition and the 

need to respond to the volatile apparel market is a key challenge in the South African apparel supply chain. 


Economic Issues 


Six of the participants noted that economic issues influence demand. Unexpected changes in the economy have 
led to a number of challenges for the organisation such as inflation, fuel price increments, an increase in tax or interest 
rates and currency fluctuations. These issues affect the decisions that the participants make regarding the forecasting 
and planning of future demand in two ways. Firstly, inflation, fuel price increments and interest hikes reduce the 
disposable income of customers which results in reduced sales. Secondly, the depreciation of the South African rand 
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makes it costly to acquire goods from suppliers overseas which results in the product being more expensive. 


The participants identified issues with exchange rates, load-shedding and changes in consumers’ purchasing 
behaviour as issues that negatively impact on Apparel Retailer A’s supply chain: 


“For me, the exchange rate is the biggest. It is the heart and soul of what we do at the end of the day because 
if the Dollar runs, we didn’t make margin and things get tough. Dollar comes back in our favour, we smile and 
we make money. It affects our customer as well as not just us... Load shedding is a big thing. So now instead of 
buying clothing with their money now they think about candles, torches, a generator and takeaways instead of 
cooking food at home” (Participant 4). 
“We used to have that kick on pay day, but now we only getting the kick after payday because customers are 
holding their money and they say, ‘I’m going to pay bills, petrol and then | will see how much | have left, but right 
now I’m not going to go shopping.’ We are seeing the shifts in shopping patterns and there’s big dips and lows 
in the month as well. Whereas back in the day we never used to have those lows on our sales, we could still get 
those growths mid-month but we are not getting those anymore” (Participant 10). 

The findings concur with the literature. Xiao & Jin (2011:257) indicate that changes in the economy are not always 

expected and could lead to an increase in the price of products, thus shifting demand unexpectedly. 


Current Trade 


Five of the participants noted that current trade is a factor that influences demand. Consumers’ reactions to trends, 
which the participants referred to as “current trade”, do not only bring profit into the business but also serve as a 
challenge with regard to demand planning: 


“The biggest thing for us currently is like we keep saying current trade, that’s the biggest internal factor, that’s 
currently happening in the business. So we constantly, always reacting to now” (Participant 5). 
“Current trade is what embeds everything in the critical path ...a jacket (for example) is flying and you called 
50,000 units that come in on a Monday and the customer is like, no thank you. And now we are called to go back 
to the drawing board” (Participant 7). 
“You are reacting all the time... So it’s difficult” (Participant 13). 

An explanation was provided as to how the plans in place for demand are based on assumptions and the 

complexities that come with this: 


“The difficulty in demand planning comes from all these unpredictable elements, it’s based on huge assumptions. 
And as time goes on and as you factor in your plan’s latest reality, the assumptions probability end up being less 
and less, as it gets closer to being a fact rather than being assumption. That’s if you are factoring in your latest 
information. The only thing we can do is taking into account where we’re going vs the plan. You then find ways 
of managing the variances in your plan” (Participant 15). 
These findings concur with the findings of Janggaa et al. (2015:263), who state that the apparel industry is a 
highly dynamic environment with rapid and unexpected changes. As a result, supply chain partners need to be more 
responsive and flexible to changes in the environment (Sukati et al. 2012:225). 


Weather and the Environment 


Four of the participants identified weather and the environment as a factor that influences demand. Global warming 
has led to instability with regard to seasons and this has had a negative impact on the fashion industry. A delay in 
seasonal change cannot be anticipated and forecasting plans for the next season would have already been made by 
the organisation months in advance: 


“Weather. Like now, winter is three weeks late this year versus last year. We’ve got winter stock coming out of our 
ears. So now we are reacting to winter stock where we are overstocked” (Participant 13). 
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“With global warming, winter is kicking in late. Where your winter product that you’ve imported isn’t selling as 
quickly as we expected because it’s 45 degrees outside and no one wants a polar fleece item” (Participant 9). 
In other instances, the season stocks may arrive on time, but deliveries are delayed because the ships cannot 
dock: 


“Weather as in when it’s windy and it’s raining and the ships can’t dock, would have an effect on our orders, with 
our orders not being delivered on time” (Participant 9). 
The push to be more environmentally friendly is one that contributes to instability when planning for demand: 


“Oh, environmental issues, being green, sustainable. The sustainability vibe that’s going on at the moment also 
affects demand, suppliers are all of a sudden supposed to be environmentally friendly. The fashion industry is 
quite connected a lot to pollution, from the factories and clothing wastage and all of that” (Participant 7). 
As noted by Du et al. (2017:570), supply chains need to become environmentally responsible, devising cleaner 
production methods and safer labour practices. 


System Issues 


Three of the participants identified system issues as a factor that influences demand. The advancement of IT has 
permitted supply chains to work efficiently and most organisations look at IT as a competitive tool. Nevertheless, it 
sometimes involves limitations, complexities and challenges: 


“The systems from the DC and our IT systems are not where they need to be. And like sometimes they don’t read 
each other correctly. We had this system called “System B,” and it never took off and it never worked for months. 
And the, IT department was insisting that the system was sound and the DC was so confused with what it was 
doing. So we literally had like 30 to 40% of our stock stuck in the DC at any given time and you couldn't get it 
out” (Participant 12). 
The rectification of these system issues within the organisation is also quite complex and at times frustrating for 
demand planners: 


“In terms of systems issues, we have the service desk where we can log a Call if you encounter an issue. They 

will rank it whether it’s important or not. The arrangement can be frustrating. If you can’t do something on the 

system then you have to go do something else until it’s working again. And you wait until IT is ready to assist” 
(Participant 5). 

The findings are in line with the literature which indicates that technology helps forecasters improve their forecasts 

(Belvedere & Goodwin 2017:652). The successful implementation of IT systems results in benefits that make it easier 

to keep up with the level of competition faced by organisations in this technology dominated era (Wen et al. 2019: 34). 


Poor Internal Collaboration 


Three of the participants noted that the level of collaboration within the organisation itself contributes to the list of 
the factors influencing the planning of demand. The findings revealed how uninformed changes, miscommunication 


and neglect affect the plans that may have been put together for future demand. This compromises the seamlessness 
of the supply chain: 


“We consolidate our own containers and we’d bring it in ourselves. We can see on the system, stock arrives this 
week...Only to learn that it hasn’t been processed through the DC. Especially in kids-wear. We are not prioritised; 
they would rather prioritise ladies wear first and then men’s-wear and then we are last” (Participant 12). 
Consistent communication is one of the keys to maintaining a continuous supply chain, but can be a struggle in 
large organisations: 


“We had this system...and it never took off ...It took months eventually for people to sit and agree that ‘Oh, it’s 
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not working’, leave it out and now to allocate jewellery, you do it through “system A” that you shouldn’t be doing 

because it’s actually a fashion item. So there are some finer tweaks we really need to be doing” (Participant 12). 

Additionally, after assessing a product and finding that it is not performing as well as expected, the organisation 
may choose to discontinue the product and cut off the orders with suppliers: 


“In basic terms, if that item has been in our stores before that exact item, they can only resell after 6 months. But 
if it hasn’t been in our store and we have cancelled the order they can sell it straight away. But then obviously 
they have to take off all [Apparel Retailer A’s] labels and all that stuff’ (Participant 2). 
The findings are in line with those made by Wen et al. (2019:34), who argue that today’s organisations cannot 
become successful market leaders without the help of their supply chain partners together with their internal operations. 


Social Media 


Two of the participants identified social media as a factor that influences demand. Technological advancement 
came with a number of advantages with regard to ease of communication, transportation and manufacturing, but it 
also gave consumers the upper hand with respect to product knowledge and perception. Social media platforms and 
celebrities have become the regulators of consumers’ decisions concerning fashion buying: 


“Instagram... Kim Kardashian at the moment is having a massive say on, what young girls and young teens are 
wearing out there. Like if she makes a post on something, the next thing the girls are all wearing that. And its 
influence is done in one day, it’s a day thing and ten and a half million people around the world are seeing that one 
post and it immediately causes a mind shift. And the next thing customers change their minds” (Participant 6). 
This is in line with the findings by Shen et al. (2017:97), who suggest that retailers should make use of social media 
influences as a strategy to maximise their profits by re-structuring their operational strategies accordingly. 


Suppliers 


Two participants noted that choosing to outsource production and manufacturing to international suppliers comes 
with cost saving advantages but, in some instances, loss of sales due to delays from suppliers. Lead times not only 
get longer but the ability to satisfy demand on time also becomes complex: 


“We had a pair of shorts that was supposed to arrive in September, but arrived in February” (Participant 15). 
“If suppliers are going to make more money from say Ackerman’s, forget your orders” (Participant 12). 
This finding is in line with the findings by Meier (2016:27), who posits that organisations are realising the need of 
having collaborative relationships with the various businesses that affect their productivity. 


SUMMARY OF THE FINDINGS AND RECOMMENDATIONS 


The findings revealed that the factors that influence demand forecasting and planning practices in the apparel 
industry, include the following: 


Competition — as new entrants into the apparel retail industry increase, this decreases Apparel Retailer A’s market 
share and profits. It is suggested that apparel retailers tackle this issue with government in order to protect local 
apparel retailers from too many international entrants. 


Economic issues — unexpected changes in the economy have led to a number of challenges, such as inflation, 
fuel price increases, interest rates hikes and currency fluctuations. These factors are twofold as they reduce the 
disposable income circulating in the economy and influence consumers to spend less than expected; and products 
are more expensive because of a depreciating currency. 


Current Trade & Social Media — unexpected changes in the current trade and social media platform disturb the 
forecasts and plans for demand that the organisation would have anticipated. Globally, Zara is benchmarked as 
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one of the best apparel retailers. One of their successes is attributed to assigning production to local manufacturers 
that are in close proximity; thus allowing them to react to market demand timeously (Nucamendi-Guillén, Moreno & 
Mendoza, 2018: 726). It is suggested that that Apparel Retailer A investigate the possibility and viability of assigning 
production to local manufacturers that are in close proximity; thus allowing them to react to market demand timeously. 
This decision could be based on various supply chain factors such as delays in receiving certain product groups that 
could be manufactured within South Africa. In addition, as suggested by Shen et al. (2017:97) retailers could make 
use of social media influences as a strategy to re-structure operational strategies. 


Weather and the Environment -— society and governments demand that organisations become more environmentally 
responsible; hence the imposition of carbon tax by governments. Global warming has brought about changes in 
seasons and triggered some natural disasters, thus impacting on Apparel Retailer A’s lead-times and consumers’ 
buying behaviours. As noted by Sukati et al. (2012:225) and Janggaa et al. (2015:263) the apparel industry is a 
dynamic industry and in order to be successful, apparel retailers need to be more responsive and flexible to changes 
in the environment. It is suggested that due to the instability in seasons, Apparel Retailer A re-engineers seasonal 
clothing and customises them for a different season to ensure that they sell. For example, a long-sleeved top can be 
transformed into a short-sleeved or sleeveless top, or a dress transformed into a skirt. 


System Issues — glitches in the organisation’s technology systems affect the rate at which participants respond 
to changes in the environment. The systems that Apparel Retailer A uses also have limitations as the participants 
struggle to access certain information that could help them make better decisions. In line with the literature (Chan 
& Chan 2010:1195), it is suggested that the use of current systems be improved and new demand forecasting and 
demand planning systems and techniques are introduced, that will allow the supply chain to operate at its best and to 
be more responsive to market demands. 


Poor Internal Collaboration — since internal systems are not in-sync, much time is spent in meetings before any 
final decisions are made. This results in long lead times as decisions are only communicated to suppliers much later. 
It is suggested that Apparel Retailer A invests in an “umbrella” system that all functions have access to, to allow for 
timely reactions and communication. Further, collaboration within the supply chain should be improved as this may 
help in avoiding delays and long lead-times in the network. 


Suppliers — the lack of strategic supplier relationships result in lost sales as production is delayed by suppliers. It 
is suggested that fair and strategic relationships with key suppliers are developed to ensure their orders take priority; 
strategic partnering is key (Wen et al. 2019:34). 


It is clear from the discussion above that factors influencing demand forecasting and planning threaten to increase costs 
from over-stocking and loss of sales from under-stocking, reducing profits. Consequently, they have a negative impact 
on the efficiency and effectiveness of Apparel Retailer A’s supply chain. These findings are in line with the observations 
of Matsoma & Ambe (2016:195) and Jiang et al. (2016:800), that demand forecasting and planning is key when it 
comes to the profitability and sustainability of a business. Accurate manufacturing and replenishment decisions help 
to alleviate the mismatching of demand and supply in organisations (Matsoma & Ambe 2016:194). 


The objectives of this study were to identify the factors that negatively influence demand forecasting and planning within 
the South African apparel industry, using Apparel Retailer A as a case. ASummary of the factors is outlined in Table 3 
combined with the managerial implications and possible recommendations on how these factors could be minimised. 


CONCLUSION 


The qualitative case study of Apparel Retailer A provided data collected through focus groups discussions with 
the planning department. The findings revealed that the factors influencing demand forecasting and demand centred 
around competitors, economic issues, current trade and social media, weather and the environment, system issues, 
poor internal collaboration, and supplier issues. Organisations in the apparel industry need to take these factors 
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TABLE 3: 
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SUMMARY OF FACTORS AND INITIATIVES 





Factors Influencing 
Demand 


Managerial Implications 


Recommendations 





Competitors 


Economic Issues 


Current Trade & 
Social Media 


Weather and the 
Environment 


System Issues 


Poor Internal 
Collaboration 


Suppliers 


An increase of new entrants decreased Apparel Retailer A’s 
market share and profits. 


Fluctuating exchange rates. 
Inflation, fuel price increases and interest rates hikes resulted in 
a decrease in of disposable income. 


Unexpected changes in the current trade impacts on demand 
forecasts and planning 


Organisations need to become more environmentally responsible 


— hence the imposition of carbon tax by governments. 
Global warming caused changes in seasons which impacted 
consumers’ buying behaviours. 


Glitches and limitations in the organisation’s technology systems 
affect the rate at which participants respond to changes in the 
environment. 


With internal systems not being in-sync result in longer lead 
times. 


The lack of strategic relationships with suppliers result in lost 
sales as production is delayed by suppliers. 


Government protection of local apparel retailers. 


Forward buying to fix import prices. 


Investigate the possibility/viability of the product ranges that 
could be manufactured locally. 


Customises products for a different season to ensure that they 
sell. 


Improve the use of current systems and introduce new demand 
forecasting and demand planning systems and techniques. 


Invest in an “umbrella” system that all functions have access to, 
to allow for timely reactions and communication. 


Develop strategic relationships with key suppliers to ensure 
Apparel Retailer A's orders take priority. 





Source: Compiled by the authors 


into consideration when planning for their demand to ensure that consumer needs are fully met, thus improving the 


performance of the apparel industry. 


Based on the study, it is recommended that Apparel Retailer A invest in better collaboration systems with its supply 


chain partners in order to be more responsive to the unexpected changes in demand. In addition, the retailer needs 


to build strategic relationships with the organisation’s supply chain partners, thus allowing the organisation to improve 


future forecasting and planning. 


The main limitations of the study are the following: 


. Data was collected under normal business conditions before the onset of the COVID-19 pandemic, which 


undoubtedly will have an impact on the efficiency and effectiveness of all supply chains. The exact nature of this 


impact is difficult to predict or estimate at this stage. However, if anything, the need for improved demand planning 


processes is strengthened. 


. As this was an exploratory study, the study was limited to one single South African apparel retailer and focused on 


only one department in the entire organisation. Therefore, although the study identified the factors that influence 


the forecasting and planning of demand Apparel Retailer A’s supply chain, the responses cannot be extended to all 


the apparel retailers in South Africa. 


° While a number of factors were identified by the fifteen participants in one department within the organisation, the 


views from the other departments that also influence the forecasting and planning of demand in the organisation 


were not obtained. 
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While this study identified various factors that influence demand forecasting and planning, a future study could be 
extended to include other apparel retailers to determine whether the factors impacting on demand forecasting and 
demand planning vary between apparel organisations 


There is a dearth of research in this area. This study provides insight into the various factors that influence demand 
forecasting and planning at an apparel retailer in KwaZulu-Natal. Therefore, this research contributes to the current 
body of knowledge by addressing a gap in literature on demand forecasting and planning, by providing insight into 
the various factors that influence demand forecasting and planning for apparel retailers in the apparel industry in a 
developing country. 
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ABSTRACT 





The purpose of this study was to address ethical issues of privacy, information security, discrimination, and diversity 
concerns in the Artificial intelligence context, and to show how they relate to customers’ loyalty intentions. The 
outcome sought was the development of a conceptual model that relates these themes to the actions of marketing 
management practitioners. An extensive review of literature on Persuasive technology, Social penetration, and 
Transforming wellbeing theories formed the basic structure for this study. After reviewing and synthesizing empirical 
literature on the major themes, and linking them to the constructs extracted from the grounding theories, the author 
generated a list of propositions that relate them to each other and the constructs. These propositions led to the 
development of a conceptual model. Researchers that deal with ethical issues and new technology can empirically 
test this model. The conceptualized model extends the explanatory powers of these grounding theories, by showing 
how they can improve business practices under the fourth industrial revolution era. This can aid management 
practitioners on artificial intelligence management strategies, and mitigate negative consequences related to the 
application of advanced technologies in business. This study is based on the literature, and, therefore, carries with it 
all the limitations that are inherent in the articles accessed. Generalizing the proposals need to take into account the 
fact that the proposed framework has not yet been subjected to empirical testing. 
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INTRODUCTION 


Artificial intelligence (Al) technologies are entering many areas of our daily life, and have rightfully caught public 
attention (Cai, Shen, Liu, Yu, Han, Ji, McKeown, Leung, and Miao, 2014; Shi, Zhang, Cao, and Li, 2016; Pan, Yu, 
Miao, and Leung, 2017; Zheng, Apthorpe, Chetty, and Feamster, 2018). It has ushered in a time of tectonic change in 
the world (Brynjolfsson, and Mcafee, 2017), via its’ entrance into the educational system (Heffernan, and Heffernan 
2014; Mohammed, and Watson, 2019), health care systems (Maddox, Rumsfeld, and Payne, 2019), the farming 
industry (Chen, and Li, 2019), and the manufacturing sector (Kusiak, 2018). Als’ entrance has affected both the 
economic growth outlook (Aghion, Jones, and Jones, 2017; Agrawal, Gans, and Goldfarb, 2017), and people’s social 
interactions in general (Feng, Sequeira, Carstensdottir, Seif El-Nasr, and Marsella, 2018). The adoption of Al creates 
new challenges by implementing the operations in tasks that usually require a human touch (Aylett, Louchart, Dias, 
Paiva, and Vala, 2005). Due to Al systems’ intelligence and problem-solving skills that exceed even human skills, Al 
brings potential risks for society and ethical complexities (Keskinbora, 2019). It has placed pressure on public values 
such as privacy, autonomy, security, human dignity, and justice concerns (Yu, Shen, Miao, Leung, Lesser, and Yang, 
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2018). As these technological systems become increasingly ubiquitous, the topic of ethical governance increasingly 
becomes imperative (Wallach, and Allen, 2008). Consequently, Al is currently one of the most controversial matters 
in the world. 


Further, the impact of the Al revolution is expected to be more pronounced in developing countries than in advanced 
ones (Seong, Manyika, Chui, and Joshi, 2018). Computers will replace unskilled and semiskilled labor and robots, 
thus increasing the trend towards “reshoring” back to advanced countries (Ford, 2016). Also, developing countries will 
be at a disadvantage by not being able to invest in expensive Al technologies, particularly since such technologies will 
reduce the demand for human labor, thus further increasing unemployment (Makridakis, 2017). Of particular interest 
to the present study is the increasing importance of these technologies in marketing. Al is reshaping marketing by 
offering several benefits and challenges (Kalicanin, Colovié, Njegus, and Mitié, 2019). It is predicted that marketing 
in the future will make increasing use of Al technologies (Thirayiyam, 2018). These technologies can be leveraged to 
target market segments (Rekha, Abdulla, and Ashraf, 2016), to anticipate customers’ next moves (Thirayiyam, 2018), 
and to customize brand offerings (Zeyad, Kishad, Norailis, Wahab, and Mustafa, 2017Li, Hou, and Wu, 2017). Al 
also brings into sharp focus the issue of customer loyalty. It can either enhance or negatively affect customer loyalty, 
depending on how organizations deploy it (Zeyad, Kishad, Norailis, Wahab, and Mustafa, 2017), and how customers 
perceive it, as will be shown below. 


In light of Al’s powerful transformative force and profound impact across various societal domains, it has sparked 
ample debate about the principles and values that should guide its development and use (Jobin, lenca, and Vayena, 
2019). There is, therefore, both merit and a greater urgency to take a serious look into incorporating ethical and 
societal considerations into Al systems (Yu, et al., 2018; Winfield, and Jirotka, 2018). Given the novelty and potential 
benefits of Al in marketing, and the lack of research in this area, a meta-analysis to synthesize and systematize 
available research evidence and to investigate the inter-relationships between different aspects of ethical Al marketing 
practice is worthwhile. The relevance of this topic is further justified by the increased development and widespread 
introduction of other new information technologies (Trapeznikov, and Varepo, 2019). 


PROBLEM STATEMENT AND THE PURPOSE OF THE STUDY 


When discussing Al, one needs to also refer to Big data (BD) (Obsschanka, and Audretsch, 2019), because 
these two are members in a family of related concepts (Kirbia, Nguyen, Villardi, Zhao, Ishizu, and Kojima, 2018). Al 
is a BD driven technology (Balthazar, Harri, Prater, and Safdar, 2018), which makes use of unstructured behavioral 
data to uncover patterns of behavior (Erevelles, Fukawa, and Swayne, 2016; Zhou, Fu, and Yang, 2016), and thus 
transforming BD into knowledge (Yunhe, Pam, 2016). BD involves big volumes of heterogeneous, complex, and 
dynamic information (Palanisamy, and Thirunavukarasu, 2019), which is generated at high velocity (Allam, and 
Dhunny, 2019; Chen, Chiang, and Storey, 2012). 


The combination of Al and big data implies that firms have a lot of information about their customers (Wilson 
2018), which raises the risk to their privacy. Use of the Al technology brings into sharp focus issues of the control of 
technology (Larson, 2019), and the balance of power between those who control it and the consumer (Royakkers, 
Timmer, Kool, and Van Est, 2018). Columbus (2019) declares that Al will be the technology most adopted by 
marketers. As a functional division, marketing stands to benefit the most out of Al (Syam, and Sharma, 2018). The 
following advantages illustrate the point. Al technologies afford marketing efficiencies and competitive advantages 
by, amongst others, offering the opportunity to understand what customers want (Schonberger, and Murray, 2014), 
creating tailored advertisements, creating the potential for revenue increase and costs reduction, enhancing customer 
engagements and improving customer service (Castello, and Ward, 2016). 


However, dependence on artificial intelligence (Al) comes with significant social welfare concerns and risks to the 
business. Application of Al technology has the potential to inadvertently perpetuate gender, ethnic, or other biases, 
breach privacy, and information security boundaries, and to inflict unfair and unjust outcomes for some population 
groups based on race, gender, and socioeconomic class (Jin, 2019; Lloyd, and Hamilton, 2018). The above argument 
shows that Al is also “dangerous” (Metz 2018). The risks and dangers arise out of the information asymmetry between 
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the industries that design Al and the larger public (Katyal, 2019). 


Due to these challenges and many others, Al might not deliver on its’ promises of improved marketing success 
(Larson, 2019). One of the important marketing issues relates to customers’ loyalty intentions, a key element of 
marketing success. Loyal customers are more likely to concentrate on long term benefits of their relationships with 
brands; give a competitive advantage to brands, and result in larger market share and profitability (Bayraktar, Tatoglu, 
Turkeyilmaz, Delen, and Zaim, 2012). This technology can influence customer loyalty (Kangu, Wanjan, Kasimbe, 
and Arasa, 2017). Using Al technology, customers can access information and reference standards on any product 
and service (Lechner, and Paul, 2019), and thus increasing the likelihood of switching suppliers (Choi, Kim, and 
Jang, 2017). This technology, therefore, can either enhance or negatively affect customer loyalty (Iqbal, Hassan, and 
Habibah, 2018). 


In light of the benefits and the dangers inherent in the application of Al, responsibility should be one of the core 
stances underlying all research in this field (Dignum, 2018). Regardless of the growing importance of the Al technology 
in marketing and the growth in the number of studies that address ethical issues related to the technology, the effects 
of Al marketing systems on customer privacy, information security, possible discrimination on customers, and diversity 
concerns have not received attention in the extant literature. To the author’s knowledge, no prior study has covered 
these specific ethical issues. As a result, there is a lack of Al-specific best practice guidance for academics and 
marketing management regarding these aspects (Vollmer, Mateen, Bohner, et al. 2018). Against this background, the 
purpose of this study was to investigate how Al technologies’ use by marketers influence customers’ ethical concerns, 
and how, in turn, these concerns affect their loyalty intentions. The objectives of the study are, firstly, to investigate 
the possible effects of marketing management practices (those who use Al technologies) on customer’s information 
privacy concerns, on perceptions of discriminatory practices, on perceptions of diversity by those organizations, 
and on the perceptions of the security of the information they give to these organizations. The second objective is 
to investigate how these concerns and perceptions influence their loyalty intentions toward a brand or organization. 
The study uses Persuasive technology theory, Transforming well-being theory, and Social penetration theory as a 
base for a novel conceptual framework proposal. No prior studies have sought guidance from these three theories to 
evaluate the impact of ethical/unethical management practices on customers’ perceptions of the risks involved, and 
on their resultant loyalty intentions. 


This study, therefore, makes the following important contributions to knowledge. It provides generalizable 
theoretical insights on ethical practice in the contexts of the three theories. The proposed conceptual framework 
also provides new insights into the applicability of these theories into other functional areas of business affected by 
rapid technological changes in this fourth industrial revolution (4IR) era. These new insights are important because 
they suggest a model that can be empirically tested in the future. For management practitioners, the study enhances 
the understanding of the influence of ethical concerns of customers on the use of technology by functional divisions 
that closely interact with customers via technology. When adopting Al technologies, marketing managers will have 
available additional tools to allay customers’ ethical concerns. This will go a long way towards the improvement of 
information policy decisions for organizations. The remainder of this article contains the methodology of the study, 
the conceptual foundations of the study, the development of research propositions, and the conceptual framework. 
It concludes with a discussion of the theoretical and managerial implications, the limitations of the study, and the 
suggestions for future research. 


THE METHODOLOGY OF THE STUDY 


Scholarly journals are the most valid sources in the literature review (Rowley, and Slack, 2004), because, using 
existing knowledge is necessary for developing a conceptual paper (Botes, 2002). For purposes of this study, the 
researcher identified, evaluated, and synthesized the existing body of completed works (Okoli, and Schabram, 2010), 
on Al, and on the relevant Grounding theories. The articles were checked for scholarly suitability and relevance. The 
researcher used the Systematic literature review approach (see Kekale, Weerd-Nederhof, Cervai, and Borelli, 
2009; Tranfield, Denyer, and Smart, 2003), which is a transparent, reproducible criterion, that applies objective 
criteria to the inclusion or rejection of articles (Bordeleau, Mosconi, and De Santa-Eulalia, 2018; Denyer, and Tranfield, 
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2009; Tranfield, et al., 2003). This approach also helps to overcome or minimizes researchers’ biases (Roehrich, 
Lewis, and George, 2014). 


In line with the above concerns and scholarly recommendations, a criterion for exclusion and inclusion of articles 
was adopted (see Denyer, and Tranfield 2009; Roehrich, Lewis, and George, 2014). The exclusion criteria for articles 
were as follows. Unavailable related papers, those whose abstracts did not relate to the major constructs, and 
duplicated articles did not form part of this article. From the selected articles, a combination of search terms with 
truncations (as recommended by lIgwe, Charlton, Probst, Kent, and Netzel, 2019) led to the key descriptors for the 
study which are the management practices/actions, privacy concerns, discriminatory practices concerns, diversity 
concerns, information security concerns, and customer loyalty intentions. 


The evaluation of the articles consisted of reading the studies through the technique of content analysis as 
recommended by Camargo and Camargo (2019). From all the selected journal articles, data were extracted and 
content analysis was undertaken by distilling the commonalities in themes (Malshe, and Sohi, 2009) and converting 
those themes into a concept-centric format. This was done in order to establish the most common concepts that 
could be utilized in the conceptual framework formalization (Doherty, Carcary, and Conway, 2017). This led to the 
summarization of the major issues in a concept-matrix (see Table 1 below). The integration and synthesis of the 
relationships between the identified themes are followed by a string of propositions and a conceptual framework. 


LITERATURE REVIEW 


Marketing is about changing people’s behavior (Stibe, and Cugelman, 2016). Behavioral theories can offer insights 
and an in-depth understanding of how to achieve successful behavior changes (Brindal, Hendrie, and Freyne, 2016). 
However, behavior research is very complex (Lambe, Rana, Jurisoo, Holmlid, Muhoza, Johnson, and Osborne, 2020), 
and oftentimes, no single theory can adequately address all aspects of interest (Dwivedi, Rana, Jeyaraj, Clement, and 
Williams, 2017). Therefore, integrating several theories help mitigate their limitations and broadens the perspective 
on the constructs of interest. This approach, in turn, can provide new insights into the applicability of these theories 
into other functional areas. This approach has other academic merits, such as the synthesis of different theories to 
produce a new framework (see Venkatesh, Morris, Davis, and Davis, 2003; Dwivedi, et al., 2020). Given the above 
considerations, this section is composed of two subsections. The first section describes the three theories that ground 
this study and briefly discuss their contexts and relevance to marketing management. The second one deals with 
the empirical literature review, provides a concept matrix and concludes with a list of propositions and a conceptual 
model. 


Grounding theories 


The study adopts three grounding theories, namely, persuasive technology theory (PTT), Transforming Wellbeing 
Theory (TWT), and social penetration theory (SPT). In this section, we review these theories to develop a theoretical 
framework that aims to embed ethical marketing practices for businesses within their (theories) domains. The resultant 
framework guides the synthesis of the major themes about the protection of consumer privacy, security, diversity, and 
possible discriminatory practices. 


PTT is a major strategy for influencing people to change their attitudes or behaviors (Yeo, Rahim, and Ren, 2008; 
Schatzl, 2015), through persuasion and social influence (Bogost, 2007; Fogg, 2002). In the context of Al applications, 
the influence is achieved via computerized software or information systems (Oinas-Kukkonen and Harjumaa, 2008). 
According to Lin (2016), the technology is persuasive if it makes target behaviors easier or more efficient to perform, 
guides people through a predetermined sequence of actions that motivate them, enables people to explore the 
causal relationships between a behavior and its outcome, and rewards them with positive feedback, modeling a 
target behavior or attitude or providing social support. The major themes of PTT are interactivity, the efficiency of 
target behaviors, guidance to follow the sequence of actions, the link between actions and outcomes, motivation, 
and giving of feedback to participants (Schatzl, 2015). These themes are relevant to both marketing academics 
and practitioners. Marketing is about persuading customers to change both their attitudes and behaviors (Hoffman, 
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Inderst, and Ottaviani, 2019), obtaining customer feedback, eliciting lasting relationships, and promoting customer 
satisfaction (Johnson, Warkentinis, Dennis, and Siponen, 2019). Further, customer information can aid customer- 
targeting, which is a useful tool for marketers (Hoffman, et al., 2019). Johnson et al (2019) further reveal that PTT has 
been applied in other marketing studies. This study, therefore, extends knowledge by increasing application domains 
for this established theory (Yeo, Rahim, and Ren, 2008). 


The rapid evolution of Al requires people to reconsider their effects on other people’s wellbeing (Orji, and Moffatt, 
2016; Stibe, and Larson, 2016). SPT is the theory that describes how people deal with costs, rewards, satisfaction 
or dissatisfaction gained from interactions with other people and with technology. According to SPT, people assess 
interpersonal rewards and costs, satisfaction, or dissatisfaction, gained from interaction with others, and that the 
advancement of the relationship is heavily dependent on the amount and nature of the rewards and costs (Tang, 
and Wang, 2012). The costs may take the form of increased vulnerability and risks (Tang, and Wang, 2012). SPT 
has extensively been applied in many other contexts such as personal information disclosure in the customer-seller 
relationship-building process (Mangus, Back, Jones, and Folse, 2020), social media communication context (Liu, Min, 
Zhai, and Smythe, 2017), teacher-pupil relationships contexts (Avilla, 2019), computer-mediated communications 
(Carpenter, and Greene, 2015), and in the direct marketing context (Anderson, and Ararwal, 2011; Dinev, and Hart, 
2006). All these areas are directly or indirectly related to marketing. However, the above-mentioned studies did not 
attempt to address the ethical implications of Al technologies. 


According to Stibe, Réderer, Reisinger, and Nystrom (2019), technology-supported environments design should 
be both proper and ethical. This issue is the major focus of the Transforming Wellbeing Theory (TWT), which deals 
with the design, and use of novel transformative technology for the benefit of the general populace (Stibe, 2018). 


Ideally, Al and machine learning should offer an alternative model for optimization (Tan, Rollins, Israel, Benrimoh, 
2019). According to this theory, technology should result in a better education system, better health, safety, equality, 
and should lead to sustainable transformation (Stibe, 2018). TWT also addresses issues of computer-supported 
(computer-mediated persuasion system), social influencing systems (influential to shift behavior and attitude (Stibe, 
2015), and highlights the possibilities of the backfiring of technological aided persuasive communication (Persuasive 
Backfiring) (Stibe, Cugelman, 2016). According to the TWT, behavior change Interventions can trigger unintended 
negative outcomes (Stibe, and Cugelman, 2016). In a marketing context, this can occur after a product or service 
failure (Birau, and Faure, 2018), when organizations do not disclose purposes of the data they gather from customers 
(Hoffman, Inderst, and Ottaviani, 2020), and when celebrity endorsement contracts go awry (Jang, and Leem 2018). 


From the discussion above, it is evident that these theories complement each other. As an illustration, PTT does 
not deal with the costs/benefits assessments that customers engage in when moving into unknown technological 
terrain and it does not address the possibilities of failure in the use and adoption of new technology. Collectively, 
these theories offer an adequate basis for the present study by suggesting enough possible variables for a new 
conceptual model. The present study deals with the perceptions of the nature of Al, and how marketing managers use 
it in their engagements with customers. Specifically, the study investigates how these perceptions are likely to shape 
concerns about privacy, security, diversity, and possibilities of discrimination. This is an important issue, especially 
for developing countries with unfortunate histories of racial and gender discrimination. This article contends that 
businesses that use Al do not give these ethical issues the attention they deserve. 


Empirical literature review and propositions 


This section deals with Al in general, the use of Al in marketing, ethics, possible implications of Al applications, a 
concept matrix, propositions, and a conceptual model. 


Artificial intelligence in general 


The terms “big data” and “Al” can summarize the fourth industrial revolution advances. Big data refers to a large 
volume of transaction-level data that could identify individual consumers by itself or in combination with other datasets 
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(Jin, 2018). Al algorithms take big data as input to understand, predict, and influence consumer behavior (Ajay, 
Agrawal, Gans, and Goldfarb, 2019). Al is not a specific technology, but rather an assemblage of innovations in 
robotics, both organic and inorganic; big data analytics and cloud computing; algorithmic development; and machine 
learning, sensing, imitating, and processing (Birtchnell, 2018). Different authors define Al in different ways, depending 
on their areas of expertise. It is a field of computer science that aims to mimic human behavior and intelligence 
with computer systems (Huang, and Rust, 2018; Syam, and Sharma, 2018; Maddox, Rumsfeld, and Payne, 2019). 
Others define it as the science of making machines do things that would require intelligence if done by men (such as 
face recognition or language translation) (Tasioulasa, 2019), and as programs, algorithms, systems, and machines 
that demonstrate intelligence (Shankar, 2018). This technology can support important marketing needs: automating 
business processes, gaining insight through data analysis, and engaging with customers (Davenport, and Ronanki, 
2018), improve management efficiency, motivate innovations, and better match demand and supply (Jin, 2019). 


Artificial intelligence in marketing management practice 


Al will be the technology most adopted by marketers in the coming years (Columbus, 2019), as the greatest potential 
value of this technology pertains to the marketing function (Chui, Manyika, and Miremadi, 2018; Davenport, Mule, and 
Lucker, 2011; Parekh, 2018). The use of Al customer analytics can yield better customer insights (Ramaswamy, and 
Ozcan 2018), which can lead to an improvement in predicting customer requirements (Harding, and Hersh, 2018). 
The system can also be used to trigger desired reactions from customers (Contissa, Lagioia, Lippi, Micklitz, Patka, 
Sartor, and Torroni, 2018), and thus augment salespeople capabilities (Agrawal, Gans, and Goldfarb, 2018). Al is 
useful for better consumer classifications, and better product design (Jin, 2018). Lastly, Al can also enhance all of the 
above via the use of digital advertisements (Parekh, 2018). However, through the improper use of big data analytics, 
the inherent and potential power of Al can also be a source of ethics violations by marketers. New technologies 
often alter customer behavior (e.g., Giebelhausen, Robinson, Sirianni, and Brady, 2014; Groom, Srinivasan, Bethel, 
Murphy, Dole, and Nass, 2011; Hoffman, and Novak, 2018; Moon, 2003). The synergy between Al and big data 
enhances the power of organizations, and greatly increases their dominance over consumers. By improper and 
unethical use of Al, they can outwit, manipulate, and induce customers into suboptimal purchases (O’Neil, 2016; 
Giuseppe, Lagioia, Lippi, Micklitz, Patka, Sartor, and Torroni, 2018). Analysis of the literature on technologies revealed 
several recurring concerns about privacy, information security, justice, human dignity, possible technology-enabled 
discriminating practices (Royakkers, Timmer, Kool, and Van Est, 2018), and identity fraud (Sandhya, and Prasad, 
2017). It is therefore important to understand the ethical impact of this technology (Dignum, 2018). 


Management practices and ethical/unethical deployment of Al 


All Human-Al interactions can give rise to ethical dilemmas (Beauchamp, and Childress, 2019). According to Cointe, 
Bonnet, and Boissier (2016), ethics is a normative practical philosophical discipline of how one should act towards 
others which encompasses three dimensions, namely: consequentialism, utilitarian, deontological dimension (social 
norms), and the virtue dimension (moral values). People train and provide updates for Al systems. Al algorithms, might, 
by design, be subject to errors that can lead to negative consequences (Keskinbor, 2019), and create possibilities 
for abuse (van Riemsdijk et al., 2015), fraud, and deception (Jin, 2019). Because of these possibilities, principles of 
non-violation of people’s autonomy, ethics, and the fair distribution of risks and benefits amongst users should follow 
(Yu, Shen, Miao, Leung, Lesser, Yang, 2018; Luckin, 2017; Yu, Shen, Miao, Leung, Chen, Fauvel, Salmon, 2017). 
However, ethical rules and moral values differ by region with ethnic groups, nations, and countries holding different 
norms. Fortunately, all agree on honesty, truthfulness, transparency, benevolence, non-malevolence, and respect 
for autonomy (Strand, and Kaiser, 2016; De Jesus, 2019; Keskinbora, 2019). Presently, there are several guidelines 
for the ethical application of technology which address issues of confidentiality, privacy, benefits/risk assessments 
(Ilse van Liempt, Veronika Bilger, 2018), beneficence, non-maleficence, autonomy, justice, explicability, transparency, 
accountability (Valcke, and Bertels, 2019). This study addresses some of these guidelines concerning their application 
in marketing management. The effects of Al and the ethical/unethical deployment thereof are, to a large extent, 
determined by management practices. 
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Management is responsible for the way data gets collected, stored, and transferred (Collet, and Dillon, 2019). 
They determine data handling and disclosure policies (Martins, et al., 2017). Managers can, for instance, determine 
data protection protocols and who gains access to the data (Beersma, and Van Kleef, 2012). Possibilities, therefore, 
exist for the unintended use and effects on customers. Managers can, for instance, take advantage of the existence 
of information asymmetry and deliberately create possibilities of abuse in data collection contracts (Van Riemsdijk, 
Jonker, and Lesser, 2015). Organizational data management practices may heighten consumers’ vulnerability 
worries or create real vulnerability. As an illustration, disclosure of personal information can lead to strong negative 
responses, and feelings of emotional betrayal (Marcus, and Davis, 2014). Breach of customers’ confidence can lead 
to the deterioration of trust and loss of confidence (Schlosser, White, and Lloyd, 2006). Armesh, Salarzah, Yaghoob, 
and Heydari (2010) state that there is a significant correlation between the trustworthiness of management and the 
perceptions of security and privacy of information. Armesh et al., (2010) further state that trust and trustworthiness 
are also significantly correlated with loyalty and loyalty intention. Management actions, therefore, matter in the 
ethical/unethical application of Al marketing technologies. Their actions can precipitate customers’ privacy concerns, 
perceptions of being discriminated against, perceptions of a lack of diversity, and feelings of vulnerability, after sharing 
their personal information. 


Ethical consideration for Al marketing: Privacy of consumers (PC) 


Data is the key input into Al to make predictions about individuals. The combination of Al and big data implies 
that firms know much about their customers (Wilson, 2018; Martin, and Murphy, 2017; Martin et al., 2017), and this 
is reshaping the risk in consumer privacy (Jin, 2019). The collection and usage of this data have the potential to 
harm individuals (Ajay, Agrawal, Gans, Goldfarb, 2019). A need, therefore, exists for the controlled access to this 
information (Rohringer, Budhkar, Rudzicz 2018; Almer, 2013), and the assurance that the information will be used 
only for the purposes owners agree to (Solove, 2004; Almer, 2013). This issue forms the crux of privacy concerns. 
Extant literature defines privacy in different ways. It is seen as the restricted access to personal information; data 
protection, defense of personal integrity, immunity from unknown undesirable access in one’s identity; control of 
information about oneself, sustain of personal space from interferences by other people or organizations; control over 
an aspect of the identity one projects to the world” (Allmer, 2019). In many countries, people have privacy rights, but 
they do not have the time and ability to exercise those rights, and often find it overwhelming to make use of those 
rights (Contissa, Docter, Lagioia, Lippi, Micklitz, Palka, Sartor, Torroni, 2018). Oftentimes, they lack that control, 
especially over the ways organizations might use their data in the future, which might carry disastrous consequences 
to them. Further, people need to properly weigh the privacy risks against perceived benefits before exercising those 
rights (Zheng, Apthorpe, Chetty, Feamster, 2018). Privacy is a quality issue that affects customers’ value perceptions 
(Kilburn, Kilburn, and Gates, 2014; Mininol, 2017), and shapes post-incident behavior such as word-of-mouth (Choi, 
Kim, and Jiang, 2016). Further, information privacy is positively related to customers’ loyalty intentions (Wong, Tan, 
Inkgo, and Lim, 2019). 


Ethical consideration for Al marketing: Discriminatory practices concerns (PD) 


People should not be discriminated based on their backgrounds such as race, gender, and religion. However, Al 
threatens to do just that against groups within societies (Hacker, 2018) and achieves that both with human involvement 
(Keskinbor, 2019), and without a direct human involvement (Tschider, 2018). Al can aid citizen profiling and judgments 
about the probability to commit crimes or default on financial obligations (Keskinbor, 2019) and can use biographical 
information to over-charge for products or services (Angwin, Larson, Kirchner, & Mattu, 2017). As an illustration, 
some Al applications rate black people as more likely to be future criminals and as higher recidivism risks than white 
people (Angwin, Larson, Mattu, and Kirchner, 2016; Yu, Shen, Miao, Leung, Lesser, and Yang, 2018). Al systems 
can inherit hidden biases from the designer and from the data provided to train the system and may inadvertently 
learn to perpetuate their racial, gender, ethnic, or other biases (Brynjolfsson, and Mcafee, 2017; Keskinbor, 2019). 
Management actions can affect customers’ concerns about discrimination possibilities. 


Perceptions of any discriminatory practices (PD) by organizations are antecedents of customers’ purchase intentions 
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(Jamaludin, Sam, Sandal, and Adam, 2016). Jamaludin et al (2016) further state that exposure to discriminatory 
practices leads to active consideration of alternatives. Therefore, any perceptions of discriminatory practices by 
organizations can severely damage loyalty intentions (Ozer, and Giinliik, 2010). 


Ethical consideration for Al marketing: Consumer diversity concerns (CPC) 


The Al system can perpetuate the ideology represented in the system’s creation stage (Leavy, 2018). Humans 
originally create the programming that drives the way Al analyzes data (Miller, Katz, and Gans, 2018), and systems 
learn what they are taught (Merler, Ratha, Feris, and Smith, 2019). Consequently, the ideological outlook the Al 
application creators hold ultimately reflect in the system (Crrawford, 2016). The creator’s biases’ can be baked’ right 
into the language and the language-usage data Al systems learn from (Caliskan, Bryson, and Narayanan, 2017). 
The Al can contain prejudices on gender, race, and sexual orientation with severe consequences for consumers 
(Daugherty, Wilson, and Chowdhury, 2019). Due to these possibilities, there should be a deliberate attempt to have 
sufficient balance and coverage even at the systems training stage to reflect the diversity of consumers (Merler, 
et al., 2019). Al applications should take into account societal values, moral and ethical considerations; weigh the 
respective priorities of values held by different stakeholders in various multicultural contexts (Dignum, 2018). This can 
go a long way towards the fair distribution of both risks and benefits of Al applications amongst the diverse population 
groups (Luckin, 2017; Yu et al., 2017). As shown earlier, one of the uses of Al in marketing is the accurate prediction of 
behavior. To fairly achieve that in today’s diverse environment, a universally non-biased Al is necessary (Kamulegeya, 
Okello, Mark, Bwanika, et al. 2018). Lack of diversity concerns does impact intentions to purchase (Samshul, 2016). 
This study proposes that diversity concerns are prevalent amongst different population groups who use Al technology, 
both as marketers and as consumers. 


Ethical consideration for Al marketing: Information security concerns (ISC) 


One of the main features of Al is that its’ developments lend itself to rapid diffusion and suffer the novel unresolved 
vulnerabilities (Shahar, et al., 2018). Its’ widespread implementation, therefore, brings into sharp focus issues related 
to personal and informational safety and security and requires special attention to the protection of people’s personal 
information (Trapeznikov, and Varepo, 2019). Malicious use of Al such as identity theft, blackmail, selling of information 
to third parties (Akkerman, 2019), could threaten digital security (Brundage, Avin, Clark, et al. 2018). The technology 
itself can search for security flaws in software (Fay, and Trenholm, 2019). In that way, people’s information may get 
into the wrong hands, and there may be no way to track it back to the origin (Akkerman, 2019). Cyber-attackers 
can poison the data (tampering with the data used to train Al) to make them do their wishes (Fay, and Trenholm, 
2019). They can also be used for spear-phishing (use of personal information gathered about an intended target to 
send them individually tailored messages (Fay, and Trenholm, 2019). To mitigate this risk some organizations use 
data anonymization (dissociation of persons with their dataset-making the data subject unidentifiable) (De Montjoye, 
AFarzanehfar, Hendrickx, and Rocher, 2017; Akkerman, 2019). Ojeniyi, Edward, and Abdulhamin (2019) and Hagan 
(2019) state that information security improves business integrity and overcome users’ security fears. Information 
security breaches give rise to customers’ feelings of vulnerability and reduce trust for any brand or organization 
(Chen, and Jai, 2019), and negatively impact customer loyalty intentions (Choong, Hutton, Richardson, and Rinaldo, 
2017). In addition to the concerns about information privacy, lack of diversity, and possible discriminatory practices, 
this study proposes that customers exposed to Al also have real concerns about the security of the information they 
share with organizations. 


The concept-matrix 


Management actions can influence customers’ perceptions and reactions. Literature shows that all the concerns 
discussed above have the potential to impact customer loyalty. A concept matrix that summarizes the above discussion 
is shown in Table 1 (below). 


TABLE 1 


CONCEPT-MATRIX 








Concept Characterization Examples of sources 

Management action Data collection, storage, handling, disclosure, transfer, and Collet, and Dillon, 2019; Beersma, and Van Kleef, 2012; Martins, 
determining who gains access to it/. et al., 2017; Van Riemsdijk, et al., 2015 

Privacy Use of personal information, control of undesirable access to Allmer, 2019; Solove, 2004; Rohringer, et al., 2018; Almer, 2013 
personal information, and the possibility of future selling and use 
of this information 

Discrimination Biases use of biographical information to profile, make Angwin et al., 2017; Hacker, 2018; Bryjolfsson, and Mcafee, 2017 
judgments, and discriminate based on gender, ethnic grouping 
or on race 

Diversity Biased data training without any diversity concerns, does not Kamulegeya, et al., 2018; Yu, et al., 2017; Daugherty, et al., 


Information security 


Loyalty intentions 


take multi-cultural contexts and lead to prejudices 


Information protection, making information source unidentifiable 
to prevent threats of malicious usage 


Trust relationship characterized by high-value perceptions, that 
leads to intention to repeatedly purchase the same brand and 
positive Word of Mouth, 


2019; Dignum, 2018 


Brundage et al., 2018; De Montjoye, et al., 2017; Akkerman, 
2019; Trapenikov, and Varepa, 2019 


Amri, and Latif, 2016; Chen, and Jai, 2019, 





The above discussion as summarized in the concept matrix table (Table 1) can be synthesized to generate the 
following propositions. 


Propositions 


a) Customer perceptions of management practices have a positive impact on customer privacy 


b) Customer perception of management practices has a positive impact on the feeling of being discriminated 


against 


c) Consumer perception of management practices has a positive impact on diversity concerns 


d) Consumer perception of management practices has a positive impact on informational security perceptions 


e) Privacy protection has a significant positive effect on the loyalty intentions of customers. 


f) | Concerns of possible discriminatory practice by marketing managers have a positive effect on customers’ 
loyalty intentions 


g) Diversity sensitivity has a positive impact on the loyalty intentions of customers 


h) Information security perceptions have a positive impact on customers’ loyalty intentions 


These propositions can be summarized in the form of a model as shown in Figure 1. 


CONTRIBUTION OF THE STUDY TO ACADEMIC AND MANAGEMENT 


PRACTICE 


As a market-facing technology, Al stands to benefit from any attempt to improve its’ image and its’ usefulness in 
the marketplace. This can reduce customers’ anxiety and improve their early adoption (Chuawatcharin, and Gerdsri, 
2019). This conceptual paper offers a notable contribution to the emerging research on the ethical application of Al 
technologies. It addresses the issue of ethical deployment of the novel Al technology in marketing management, the 
area largely ignored by previous studies. It integrates three theories with empirical literature to explain how managers 
can deal with the ethical use of the new technology, whose implications are not yet fully known. For academics, this 
article provides another approach to dealing with the integration of new technology and balancing it with concerns of 
ethical practice. It extends the understanding of how issues of privacy, information security, discriminatory practices, 
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FIGURE 1 
PROPOSED ETHICS MODEL 


Management action (A) Ethical issues (B) Outcomes (C) 


EE 
Privacy 








Discrimination 
Management —— 
actions/practices . ; 
ea Loyalty intention 
Diversity 


TT 

















Security 


SSS 


t 


PTT SPT TWT 


and diversity concerns can be addressed by future researchers. The conceptual model proposed can serve as a 
springboard for a further empirical study to deliver a generalizable research framework. From this study, there is 
potential in applying current findings to other company functional areas. For management practitioners, it has practical 
implications for organizations that contemplate introducing any other fourth industrial revolution (4IR) technology, 
which can raise issues similar to Al. It will sensitize managers to these concerns and allow companies to explore 
ways of mitigating the negative consequences associated with the use of any novel technology. Lastly, the study also 
offers assistance to information policy management by highlighting proper ways of information collection, information 
integration, information sharing and preservation, and how to strengthen privacy and information security in ways that 
respect human rights and freedoms. 


LIMITATIONS OF THE STUDY 


The study contains limitations that also provide opportunities for future research. As a product of the review 
of literature, it carries with it all the limitations that are inherent in the articles accessed. Further, the choice of 
grounding theories limits the discussion to those variables extracted from them. As a conceptual study, the article also 
suffers from a lack of empirical testing of the proposed model (Mgiba, 2019). When generalizing the proposals, future 
researchers need to take into account that the proposed framework has not been subjected to empirical testing. The 
author hopes, however, that the article opens up more areas for consideration whenever ethical concerns arise with 
the introduction of new technology. 
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ABSTRACT 


The study of individuals’ attitude toward certain behaviour is imperative in the formulation of strategies in business. 
A marketer strives to assess consumer behaviour and factors that motivate individuals to shop from various places, 
and this information is helpful in the development of marketing approaches. Researchers are interested in diverse 
aspects of decisions and motives that drive individuals towards certain conduct, as well as the choices of shopping 
methods. There is no doubt that modern technology has contributed to significant changes in the manner in which 
people shop. Online shopping and the introduction of malls are the most recent developments that have transformed 
both the pattern and motivation for shopping among the modern generations. However, an overarching question that 
often arises in the assessment of shopping behaviour relates to whether it is fun or a necessity. The study attempts 
to unveil the rationale for shopping based on key motivating factors to determine whether individuals shop because 
it is necessary or it is due to the entertainment involved. The understanding of the reasons for different shopping 
behaviour will help investors to develop effective strategies for attracting customers as well as creating favourable 
experiences to optimise the satisfaction. To understand the dominant motives for shopping, the study evaluates 
the shopping behaviour of people from Durban in South Africa, focusing on the contribution of the extent of fun and 
necessity on individual attitudes towards shopping. A comprehensive theoretical review will be conducted to identify 
the findings of previous studies about the relationship between the perception of necessity and entertainment and 
shopping behaviour. The value that customers derive from their shopping activities is often classified as economic 
or hedonic, to facilitate the analysis of the effect of introduction of recreational facilities on the frequency of purchase 
as well as market share. In this paper, income, education and age are used as independent variables to study the 
influence of entertainment on shopping behaviour. 
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INTRODUCTION 


The question of whether shopping is done because it is a necessity or fun is fundamental in developing effective 
business strategies for the retail sector. Individuals differ in their motives for selecting specific locations as their 
shopping sites, and they consider both the hedonic and economic value obtained from their shopping behaviour. 
South Africa’s retailing sector has experienced tremendous growth over the last few decades, with the GNI (gross 
national income) for South Africa for 2019 being $353.53B, a 6.38% increase from 2018 (World bank 2019).The 
growing population of the country, together with joining the BRICS (Brazil, Russia, India, China and South Africa), 
has offered an excellent platform for the flourishing of various business activities, including the mushrooming of 
shopping malls and the establishment of different multinational companies. The retailing sector in South Africa is 
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characterised by an upsurge in the number of shopping malls, which have been established to satisfy the huge 
demand created by the growing population. Additionally, the increase in GNI (gross national income), per capita 
trends in rapid economic prosperity, high disposable income, and increased rates of urbanisation are other factors 
that have played a contributory role in this development. 


As the business environment becomes continually competitive, analysis of consumer behaviour has gained 
significance as its outcomes are useful in guiding decision formulation in business organisations. Durban is among 
the urban areas in South Africa that are highly targeted by investors. For this reason, assessing shopping behaviour 
among Durbanites is an essential prerequisite in developing excellent business strategies. Retailers have increased 
their interests in understanding and distinguishing between necessity and fun as critical motives for shopping, and how 
they can leverage this knowledge to maximise their success. The city offers customers exciting shopping experiences 
with different products that range from foodstuffs, domestic appliances, and a variety of services. Therefore, studying 
consumer behaviour in this area, the outcomes of this investigation will be useful in creating a clear picture of what 
business organisations should expect when conducting their market research. 


The millennial generation has been identified (Christopher & Rento, 2019) as an essential consideration for the 
effective formulation of marketing strategies in firms. Gender is another important demographic factor that marketers 
take into account, depending on the nature of the products or services they are offering, since masculinity and 
femininity are critical attributes in shopping behaviour. Considering the essential role that entertainment plays in 
influencing consumer attitude towards products or services, this research will focus on the fun aspect of shoppers by 
investigating of shopping behaviour of people in Durban. 


RESEARCH OBJECTIVE 


The research is aimed at investigating shoppers from Durban who are visiting shopping malls. The effects of 
individuals’ demographic characteristics on customers’ attitudes towards shopping activities will be determined. 


° To identify the role of entertainment in shopping behaviour among different age groups. 
. To determine relatedness of entertainment to shopping attitude of individuals and income. 
. To assess the effect of educational level, entertainment level and impact on shopping behaviour. 


RESEARCH QUESTION 


Every study must be guided by a particular question, which becomes the foundation for the conceptual and 
theoretical framework to be used. The research question forms the basis of data collection, the sources to be used in 
theoretical review, and the analysis to be conducted. In this study, the guiding question is: “Is shopping a necessity or 
fun?”, and it will be answered by studying the shopping behaviour of consumers in Durban, South Africa. 


LITERATURE REVIEW 
Relationship between shopping behaviour and entertainment among different age groups 


Age is one of the demographic factors that firms consider when designing their marketing strategies. Cachero and 
Vazquez (2018) indicated that this factor has a considerable impact on changes in tastes and preferences, which 
influence the demand and, consequently, the shopping behaviour. The fashion industry has been found to leverage 
the relationship between age and the tendency to purchase specific products to enhance their competitiveness in 
the industry. As Varadaraj and Charumathi (2019) postulated, young people are easily influenced by new fashions, 
and they frequently shift their preferences toward new products that are perceived to offer greater satisfaction to the 
current generations. Additionally, Yu, Zhang and Liu (2018) revealed that the entertainment aspect of the service 
impacts the shopping behaviour of various age groups in diverse ways. For example, an empirical study conducted 
in Saudi Arabia to investigate the effectiveness of malls in promoting sales revealed that a significant number of 
shoppers are attracted by the fun associated with buying from the malls. The research study was conducted by Steen 
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(2016) of online panel research firm to evaluate the shopping behaviour of millennials and how it is linked to the level 
of entertainment in places where goods and services are offered. Notably, this empirical assessment was geared 
toward establishing the major cause of loyalty towards certain brands among this demographic, and the findings 
indicated that entertainment has a considerable influence on changing the attitude and preference toward products 
and markets. 


Individuals gradually become loyal to certain products or services that give them more fun, and they are likely to 
influence their colleagues to embrace their behaviour (Akram, 2017). Furthermore, it was noted that research related 
individual shopping behaviour in entertainment facilities in malls contributes to drawing traffic (Sapna & Arpita, 2011). 
In this empirical analysis, men and women were compared in terms of their relative affinity for shopping in products 
and marketplaces that offer varying degrees of entertainment. The findings indicated no significant difference between 
men and women of the same age in becoming more attracted to shopping areas with greater entertainment, although 
young men were found to have a relatively higher tendency to make return purchases or frequent visits to markets 
with great fun (Radojka & Filipovic, 2017; Avcilar & Tufan, 2015). 


The idea of the patronage motive has been used intensively to study shopping behaviour among various 
demographics. Giampino, Marco and Filippo (2017) argued that the value derived from different shopping activities 
varies on the basis of consumers’ perception of the environment in which the services are offered. Dobre and 
Milovan (2015) identified economic and recreational shoppers as the two major categories of individuals through the 
assessment of the shopping behaviour on the dimension of patronage. According to an empirical study conducted by 
Anushree et al. (2016), buyers aged between 16 and 35 years have greater motivation for shopping in malls and other 
locations with recreational facilities, mainly because of the sense of enjoyment involved. Business organisations often 
take advantage of their capacity to offer entertaining services to maximise their profits through pricing strategies, 
since entertainment reduces the price elasticity of demand for their products. Consumers may choose to patronise 
a particular entity because it is more fun to make purchases in this enterprise than others. The frequency with which 
individuals visit organisations for shopping purposes has also been analysed as a major factor in the assessment of 
the tendency to shop in specific organisations whose service delivery is associated with some degree of entertainment 
(Park, Im & Kim, 2018). The outcomes of studies investigating this aspect have indicated that young shoppers make 
frequent visits to enterprises with fun, and they often ignore small price differences to enjoy the entertainment involved. 


Association between entertainment and various income categories 


The shopping behaviour is affected significantly by the socioeconomic status of an individual. Income or wealth 
determines the purchasing power of consumers, resulting in the development of shopping behaviour differentials. 
However, Mihi€é and KursanMilakovié (2017) revealed that people with relatively low income may shop together with 
high-income earners depending on individual perception of the shopping experience. Due to the growing competition 
in the market, marketers have been compelled to research new techniques to identify different personal attributes 
that affect shopping behaviour among individuals. Mishra and Radhika (2019) linked personality with purchasing 
behaviour and identified different instances where people formulate their purchasing decisions based on their 
social and economic status. Christoph et al. (2008) noted that hedonists were higher among females, earn lower 
individual incomes and are less educated compared to utilitarians. Marketing managers utilise the knowledge of 
lifestyles and social relations to attach various forms of entertainment to their products and services. Consumers of 
luxuries are generally high-income earners, who would increase their frequency of visits to shopping malls and other 
places depending on the level of fun they enjoy from these places. On the other hand, low-income earners would 
be more reluctant to spend their money on expensive products, meaning that they would forfeit entertainment to 
save their earnings. However, the general finding of studies assessing the behaviour change in shopping as enticed 
by entertainment is that more consumers would prefer goods and services offered in environments with additional 
recreation (Hami, Fazle & Emami, 2016). Hedonic shoppers’ motivation affects purchases in a utilitarian-shopping 
environment, the superstore selling predominantly utilitarian product categories (Yim et al., 2014). High-income 
earners are less sensitive to spending compared to low-income ones. Consequently, income disparity is an important 
factor in analysing the impact of entertainment on individual shopping behaviour. Utilitarian shoppers showed the 
highest convenience-seeking orientation (Yun-Hee et al., 2011). 
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Education level and its effect on shopping experience 


Education is a wider concept in the analysis of consumer spending behaviour. Undoubtedly, the level of educational 
attainment is one of the main factors that influence individual employability. People with advanced educational 
qualifications often manage to secure well-paying occupations, meaning that education is positively correlated with 
earnings. Researchers (Foxall et al., 2011) evaluate the effect of education on shopping behaviour from various 
perspectives. Individuals living in cities generally earn higher incomes than those in rural areas. As a result, empirical 
findings have revealed a significant difference in the level of spending between the two categories of consumers 
(Wahyuddin, Setyawan & Nugroho, 2017). Besides, the majority of people living in cities have a greater literacy level 
than rural residents. 


Empirical studies have presented different findings concerning variations in the perception of quality and shopping 
experience. One of these analyses, conducted by Mittal and Jhamb (2016), revealed that the degree of literacy 
is directly proportional to the understanding of different attributes of the product offerings, including the shopping 
experience. Hazari, Bergiel and Sethna (2017) contended that shopping experience differs according to the mode 
of service delivery adopted by an organisation. In most cases, shopping experience increases when individuals are 
able to access services more conveniently. An analysis conducted by Makgopa (2016) found that educated people 
have a greater perception of different attributes of products and services, which impacts their shopping experience 
considerably. 


With the current development in modernisation and digitalisation, marketers have been able to incorporate their 
marketing strategies into various digital platforms, and one of the main objectives of this development is to improve 
convenience in shopping, which contributes to greater consumer experience. Additionally, greater entertainment or 
fun is acquired through online shopping. However, Kushwaha, Rao and Ahmad (2015) postulated that education plays 
a considerable role in determining how shoppers are entertained, depending on their relative capacity to interact with 
the technologies used. Consumers with a high degree of web experience are more comfortable with online shopping, 
which does not only offer greater convenience, but is also more entertaining. 


RESEARCH METHODOLOGY 


This study used the mall intercept method as a data collection method. Data were gathered from shopping malls 
located in Durban city. The target population for this study consisted of active mall shoppers. 


Target population 


Seven malls across Durban city were selected on the basis of geographical presence and footfall noted by these 
malls. These malls were chosen by considering available transportation options to easily access. 


Sample size 


Atotal of 840 shoppers were approached at seven shopping malls of Durban city. Out of all approached respondents, 
140 questionnaires were not filled properly, and therefore those questionnaires were eliminated, and finally 700 
respondents were considered for final analysis, which represents an 83% response rate. 


Sampling method 


The respondents were selected through the non-probability quota sampling method in the study. The quotas were 
filled on the basis of convenience and personal judgement of researchers at each shopping mall of Durban city. 
Convenience sampling happens through the selection of readily available respondents (Cooper & Schindler, 2011). It 
is also a method that is less expensive and less time-consuming. 
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Data collection tool 


The tool employed to generate responses was a structured questionnaire; the first part was framed to gather 
the demographic and personal profile of the respondents; and the second part of the questionnaire was framed to 
understand factors that lead to shopping from different malls and behavioural attitudes of shoppers across Durban 
city. The shoppers were asked to fill out questionnaires regarding their shopping experience at shopping malls and 
factors affecting it. The questionnaires took no more than 20 minutes to complete. No incentives were given to 
respondents to participate in this study. 


For the purpose of data analysis, all variables were coded properly and data entered into SPSS. SPSS 17 and 
advanced Excel applications were used for data analysis. 


Reliability and validity 


The first draft of the questionnaire was reviewed by two professional scholars in related fields. The contents of the 
draft were reviewed and revisions were suggested. The questionnaire used in the study therefore qualified for expert 
validity. The results of the pilot test were incorporated and expert validity ensured. The pilot test for the questionnaire 
was conducted on a sample of 70 respondents. Reliability analysis was conducted on 70 responses, and was 
included in the final sample. The present study had adopted internal consistency analysis to conduct reliability testing. 
We prepared a set of six statements reflecting various attributes pertaining to shopping as necessity or fun. The 
respondents are requested to rank the statements on a five-point Likert scale basis (5 = strongly agree, 3 = not known 
or neutral, 1 = strongly disagree). The scale of measurement’s significance was ensured by using Cronbach's 4. 


Profile of respondents 


The study was conducted with 700 visitors for shopping behaviour at shopping malls in Durban, South Africa. 
Research carried out by Makgopa (2016) was carried out on 101 adult shopping mall visitors in South Africa. In this 
research, male respondents were 334 and female were 336. The male-to-female ratio of respondents was 48% to 
52%. A majority of the respondents (49.5%) was aged younger than 35 years, whereas only 12.6% were older than 
55 years. Most of the respondents (44.5%) have attained matric and below matric level education, whereas the rest 
of respondents were graduates or postgraduates. About 78% of respondents were serving in private or public sectors. 
21.9% of respondents had a monthly income of less than R5 000, 30% had between R5 000 and R10 000, whereas 
only 9.4% earned more than R30 000. 


RESULTS AND INTERPRETATIONS 
(A) Identification of entertainment associated with shopping among various age groups 


A test of independence is a chi-square technique used to check the research objective. In this research, as stated, 
it was about visitors’ purpose for visiting the mall. For the purpose of the test, the null hypothesis stated that there is 
no relationship between the variables; the chi-square test merely evaluates the probability that observed relationship 
results from chance. 


One of the objectives is to identify entertainment associated with shopping among various age groups. A result for 
the same is presented in the table below. 


A chi-square test was performed to determine whether all the age groups have the same purpose for visiting malls 
or not. The results indicate that the purpose of visiting shopping mall was dependent (df = 16; 12 = 38.380; p<0.05) 
on age of respondents. 

















TABLE 1 
CHI-SQUARE TEST FOR AGE AND RESPONDENT’S PURPOSE FOR VISITING MALL 
Course Pearson chi-square df P-value Result 





Age and purpose for visiting mall 38.380 16 0.001 Significant 
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(B) Identification of entertainment associated with shopping among different income 
categories 


The results, pertaining to the objective of identifying entertainment associated with shopping among different 
income groups, are presented in the below table. The results of Table 2 indicate that the purpose of visiting shopping 
mall was not dependent (df = 16; 12 = 20.818; p>0.05) on income level of respondents. 




















TABLE 2 
CHI-SQUARE TEST FOR INCOME AND RESPONDENT’S PURPOSE FOR VISITING MALL 
Course Pearson chi-square df P-value Result 
Income and purpose for visiting mall 20.818 16 0.186 Non-significant 





(C) Examine education level affecting shopping experience of Durbanites 


How education affects entertainment level while shopping was examined. The results in Table 3 below indicate that 
the purpose of visiting shopping mall was dependent on different educational groups (df = 16; (12 = 32.227; p<0.009). 














Respondents were asked to rate various statements on a Likert scale to determine whether shopping in malls is 
considered as a necessity or fun. Analyses of responses are presented below. 


To test whether age group, education, occupation and income group-wise differences exist for considering shopping 
as necessities or fun, a one-way analysis of variance test was conducted. 








TABLE 3 
CHI-SQUARE TEST FOR EDUCATION AND RESPONDENT’S PURPOSE FOR VISITING MALL 
Course Pearson chi-square df P-value Result 
Education and purpose for visiting mall 32.227 16 0.009 Significant 





(D) Shopping behaviour of Durbanites towards necessities or fun 


The research of Cristoph et al. (2008) identified distinct patterns of the mall habitat. The six patterns captured were 
mall enthusiasts, out of those habitat three were similar for present study, they were |) high level of purchasing, toward 
mall aesthetics, e.g. physical design, appearance, and experiential consumption, Il) Exploration pertaining to desires 
for variety or novelty and enjoyment of exploring new products or stores while in the mall; and Ill) Social affiliation 
that is related to enjoyment of communicating and socialising with others. The main purpose of this research was to 
check differences in demographic variables affecting two kinds of shopping intentions, i.e. necessities and fun. One- 
way ANOVAs, applied to two or more groups, differ from each other significantly in one or more characteristics. The 
results in Table 4 below show that there was a significant difference in age groups in considering shopping in malls 
as a necessity [F(4.761), p=0.001]; however, there was no presence of any significant effect shopping as fun among 
age groups at the p.0.05 level F(1.305), p=0.267. This shows that the buying intentions of youngsters are positively 
associated with all dimensions of hedonic shopping value (Dey & Srivastava, 2017). 


For income groups of respondents, there was a significant difference of income groups on considering shopping 
in malls as necessity [F(4,695)=4.761, p=0.009]. However, there was no significant effect of shopping as fun among 
income groups at the p<0.05 level [F (4,695)=0.612, p=0.654]. Pertaining to education groups of respondents, there 
was no significant effect of shopping as a necessity or fun at the p<0.05 level, and occupation groups do not show 
significant differences for considering shopping in malls as necessity at the p<0.05 level [F (4,695)=1.898, p=0.109]. 


By looking at the results, for shopping in malls as fun, results indicate that occupation group-wise significant 
differences exist, while no significant differences exist for age, education and income groups. 
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TABLE 4 
ONE-WAY ANOVA FOR DEMOGRAPHICS AND SHOPPING AS NECESSITIES OR FUN 
































One-way ANOVA Sum of squares df Mean square F Sig. 
Between groups 5.258 4 1.315 4.761 .001 
Shopping is necessity Within groups 191.926 695 .276 
Total 197.184 699 
Age group 
Between groups 4.449 4 1.112 1.305 .267 
Shopping is fun Within groups 592.549 695 .853 
Total 596.999 699 
Between groups 2.122 4 .530 1.890 -110 
Shopping is necessity Within groups 195.062 695 .281 
Total 197.184 699 
Education 
Between groups 5.195 4 1.299 1.525 193 
Shopping is fun Within groups 591.804 695 852 
Total 596.999 699 
Between groups 2.130 4 533 1.898 .109 
Shopping is necessity Within groups 195.054 695 281 
Total 197.184 699 
Occupation 
Between groups 15.787 4 3.947 4.719 .001 
Shopping is fun Within groups 581.212 695 .836 
Total 596.999 699 
Between Groups 3.798 4 .950 3.412 .009 
Shopping is necessity Within groups 193.386 695 .278 
Total 197.184 699 
Income group 
Between groups 2.097 4 524 .612 .654 
Shopping is fun Within groups 594.902 695 .856 
Total 596.999 699 
DISCUSSION 


This research summarises the effects of individual characteristics such as gender, age group, education, occupation 
and income groups on shoppers’ consideration towards shopping in malls as necessity or fun. It was found that 
significant differences exist among males and females for shopping as fun. This result shows that males and females 
have different opinions towards shopping in malls. Furthermore, the result of one-way ANOVA indicates significant 
differences among various age groups and income groups for shopping as necessity. 


Hedonic shopping delivers potential entertainment and emotional worth (Arnold & Reynolds, 2003; Babin et al., 
1994); utilitarian shopping delivers value by satisfying consumers with basic needs (Hartnett, 1998; Dey & Srivastava, 
2017). People in different age groups and income groups have different reasons for visiting and shopping in malls. On 
the contrary, only occupation-wise differences were significant for shopping as fun. Therefore, visitors from different 
occupational groups go for shopping in malls for a variety of reasons. 


The results of the present study will help managers streamline their thoughts on the factors affecting shopping 
behaviour of the consumers before marketing their offerings through malls. The consumers’ shopping behaviour in 
malls is mostly influenced, at times, by the marketing communication strategies that are developed so as to draw the 
attention of the target group. 
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LIMITATIONS OF STUDY AND DIRECTIONS FOR FURTHER RESEARCH 


The study faced two major limitations, which include limited scope and time to collect adequate data to facilitate 
quantification of the effect of the independent variables on the dependent one. Although the assessment indicated 
that entertainment and shopping behaviour are positively correlated, it could not indicate the percentage by which 
the determining factors explain this relationship. The limited scope of the study led to a lack of consideration of other 
essential variables that influence individual shopping behaviour of online shopping. Therefore, future studies should 
use an expanded model to ensure that many determinants of shopping behaviour are analysed and their effects 
quantified to enhance the validity of the findings. 


CONCLUSION 


The study undertook an empirical analysis of shopping behaviour of a sample of 700 visitors of malls within 
Durban city to assess the main reasons for visiting these shopping sites. The participants were classified using age, 
income and education, and evaluated on the basis of fun or necessity as the main motives for visiting the malls. The 
primary objective of the research was to investigate the influence of entertainment on shopping behaviour or attitude 
toward certain points of sale. The study sought to determine whether the visiting purpose is independent of specific 
demographic characteristics and, therefore, it adopted a theoretical model that discusses various factors that impact 
shopping behaviour. Shoppers were classified as utilitarian or hedonic, depending on the value they derive from the 
entertainment associated with the shopping malls. The results indicated no significant difference between shopping 
as a necessity or fun for age, education and income, although the outcomes for occupational level were statistically 
different. The findings of this study have considerable implications for business organisations as they can be used by 
the managers to enhance their understanding of the major factors that affect the behaviour of shoppers, and use this 
knowledge for effective marketing communication and advertising strategies. Besides, the marketing managers and 
business owners can use the results presented in this study to design unique approaches to the management of their 
relationships with customers, which will have a considerable impact on the performance of their firms. 
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ABSTRACT 


Products within the Fast-Moving Consumer Goods (FMCG) industry form an integral part of consumers’ daily lives. 
Moreover, previous literature has suggested a relationship between Consumer-Based Brand Equity (CBBE) and 
purchase intention. However, there is a gap in current literature for an in-depth analysis of one brand in relation to 
a single product group. Thus, the impact of Retailer Xs’ CBBE on its consumers’ intention to purchase red meat 
products as an FMCG was investigated. The CBBE conceptual model formed the theoretical underpinning of this 
study and was used to evaluate Retailer X, through its dimensions of brand awareness, brand association, perceived 
quality, and brand loyalty. A causal conclusive research design was used with a sampling technique of non-probability 
convenience and a Randomised Block Design. This study was based in the Southern Suburbs of Cape Town as 
Retailer Xs’ target market falls between LSM 8-10, with revenue per capita being dominated by consumers who live 
in this area. Findings of this study established that Retailer X’s CBBE had a significant positive aggregate relationship 
with purchase intention. Furthermore, it was determined that an interdependent relationship existed between the 
individual CBBE dimensions, which conformed to previous literature. This study aimed to garner value for FMCG 
marketing managers by providing recommendations. Furthermore, the study was unique in nature as it quantified 
the interdependent nature of the CBBE dimensions with their respective explanatory power, which is a method 
not frequently cited in current literature. Therefore, the findings of this research had both practical and academic 
applications. 





Keywords: Retail, fast-moving consumer goods, consumer-based brand equity, purchase intention, 
perceived quality, brand loyalty, brand awareness, brand association 
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INTRODUCTION 





The fundamental objective of this study was to determine the impact of Retailer Xs’ Consumer-Based Brand 
Equity (CBBE) on the intention of its consumers to purchase red meat (meat) products. The South African retailing 
sector continues to warrant investigation because South Africa’s food sector is becoming increasingly mature and 
competitive, but has been negatively affected by low GDP growth, high unemployment, and constrained consumer 
spending (Business Wire 2020). Therefore, further research needs to be undertaken to understand these impacts as 
well as the attention it has attracted from large international investments (Luiz & Radebe 2016). These investments 
include large retailing players such as Walmart (Massmart), Hertz International, and Britannia Biscuits within the 
FMCG industry. These global corporations have used South Africa as a springboard into Africa (Luiz & Radebe 2016; 


** Note: 
Approval from the study’s subject retailer in question, has not yet been granted, and for the purpose of this publication will be referred to as Retailer X. 
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Chinomona & Sandada 2013). Literature has shown that, in general, consumers in South Africa tend to evaluate the 
performance of a product based on their perceived quality of the good, the uniformity of the goods over a series of 
purchases, and its reliability (Chinomona & Popoola 2017; Pillay 2007). This provides an opportunity for marketers 
to structure the different elements of the marketing mix in a way that enables them to quantify the desired effects of 
brand equity on target audiences. 


The South African consumer market is segmented in nature, owing to a range of income differentials, cultural 
diversity, and historical inequalities (Euromonitor International 2016; Ngouapegne & Chinomona 2019; PWC 2017). 
Within this context, the FMCG market has continuously experienced growth due to the high demand for these goods 
from consumers in all segments (Fihla 2009; Trade Intelligence 2020). This is because FMCGs satisfy basic needs 
and wants that are somewhat uniform across a variety of consumers (Chinomona & Popoola 2017; Fihla 2009). 
These products are differentiated according to the attributes of their offerings, which cater to respective consumers 
in the fragmented market (Fihla 2009; PWC 2017; Trade Intelligence 2020). These factors provide opportunities for 
marketers to understand and obtain insights on how to influence the purchase intentions of this diversified South 
African market. 


The South African consumer economy is a hybrid of the informal and formal sectors (Van Woerkom 2017). It is 
important to recognise the close link that exists between the informal and formal sectors, which is an interdependent 
relationship because of the resale of formal goods into the informal market (Battersby, Marshak & Mngqibisa 2018). 
Furthermore, there is a modern perception that these sectors are two pillars in an overall trading ecosystem (Battersby 
et al. 2018; Simpson & Dore 2008). This research has chosen to focus on the retail side of South African trading as is 
the third biggest industry within the country’s formal landscape, with an approximate value of ZAR 65.3 billion (Brands 
& Branding 2019). In addition, South Africa’s retail trade has advanced on average 2.7 % year-on-year (YOY) as of 
March 2020, with the top 50 most valuable of those brands increasing 5.8% YOY (Brands & Branding 2019; Trading 
Economics 2020). The FMCG market is characterised by both retailers and wholesalers who have pioneered a 
billion-rand industry (Brands & Branding 2019; Brand Finance 2019; Brands2Africa 2017). However, this investigation 
focused on the retail side of the FMCG industry as retailers are a direct link between wholesalers and consumers, 
given that wholesalers do not generally interact with end-consumers (Chand 2016). Moreover, division between retail 
and wholesale channels has become blurred, as larger players have substantial procurement, central warehousing, 
and distribution divisions (Research and Markets 2020). 


Furthermore, the FMCG food sector was chosen as a focus of this research as it accounts for over 50% of 
the entire industry output in South Africa (Statista 2019). The key FMCG retailers are Shoprite, Spar, Pick n Pay, 
Checkers and Woolworths, which account for about 80% of local retail sales, with various sub-brands targeting 
different consumer segments of the market (Brands & Branding 2019; Brand Finance 2019). Retailer X was evaluated 
in this study, as according to the research group Brand Finance (2019), it was the eighth most valuable brand overall 
in the country for 2019. Furthermore, it is the highest ranked retailer among the top fifty brands of FMCG retailers in 
South Africa (Brands & Branding 2019; Brand Finance 2019). Hence, Retailer X qualifies as a brand with strong equity 
to investigate within the confines of this research. 


Moreover, Retailer X has also become the market leader amongst the expanding middle class in developing South 
Africa. In the segmented analysis of the Woolworths 2019 Financial Report, it was seen that food products contributed 
54% to its South African revenue, which was the largest contributor to the group and considered the driving force 
behind the retailer’s growth (Woolworths Holdings Limited 2019). Meat products were investigated because, as a 
category, they are the largest contributor to Retailer X’s food products (21%), such that they generated R4 875.3 
million (7.56%) of total turnover in 2016 (Woolworths Holding Limited 2016). Additionally, the meat product market is 
in the mature stage of the product life cycle. Therefore, product innovation and development are necessary to bring 
about significant growth (Grewal, Roggeveen & Nordfalt 2017; Trading Intelligence 2020). Thus, it was crucial to 
evaluate such a significant sector. 
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Moreover, the strategic impact of branding has been recognised in marketing literature and business practices 
(Aaker 1991, 1992; Baxendale, Macdonald & Wilson 2015; Keller 2001; Keller & Brexendorf 2019; Lassar, Mittal & 
Sharma 1995; McDonald & De Chernatony 2001). This is because brands can generate a sustainable competitive 
advantage for firms, by shaping consumers’ brand perceptions in a positive way through means of differentiation 
(Aaker 1991; Baxendale et al. 2015; Keller & Brexendorf 2019; Pappu, Quester & Cooksey 2005). This competitive 
advantage provides “the opportunity for successful extensions, resilience against competitors’ promotional pressures, 
and creation of barriers to competitive entry” (Lassar et al.1995: 11). Moreover, Pappu et al. (2005:143) suggest that 
differentiation is one of the “key competitive positioning strategies” in regard to branding, which is significant in the 
highly competitive FMCG industry. Therefore, developing insights into the measurement of Retailer Xs’ CBBE was 
crucial to understanding the prominence of branding in this FMCG market (Keller 2016; Lassar et al. 1995; Pappu et 
al. 2005). 


In conceptualising brand valuations, consumers’ perspectives are key as brand equity is derived from the superior 
confidence that consumers place in one brand over another (Keller 1993, 2016; Lassar et al. 1995). However, there 
is limited current research of an in-depth analysis of one brand in relation to one product group, specifically in a 
South African retail context (Abratt 2019; Chinomona & Sandada 2013). Despite the increasing importance of CBBE, 
a measurement instrument for brand equity from a consumer perspective has also been lacking (Baxendale et al. 
2015; Brahmbhatt & Shah 2017; Keller 2016; Lassar et al. 1995). This study therefore aimed to fill this gap in literature 
by basing the understanding and measurement of Retailer Xs’ CBBE on Aaker’s (1991) conceptual model. This is 
because this framework has proven to have a strong impact on consumers’ purchase intentions. Moreover, it is crucial 
for brand managers to have “access to valid and reliable” CBBE instruments (Pappu et al. 2005: 144). 


Therefore, a measurement of Retailer Xs’ CBBE was derived to harness these insights for fundamental academic 
understanding and managerial implications. This was initially done by testing the effect of its dimensions as the 
independent variables on the dependent variable of purchase intention. Findings illustrated that a significant 
interdependent relationship existed between these dimensions. However, this study sought to optimise their reliance 
on one other, rather than considering it as a limitation. This study used the independent measurement scales for each 
dimension and measured them against each other in the form of a multiple regression (Disatnik & Sivan 2016; Qualtrics 
2012). This method was innovative and unique to the South African retailing field, as it enabled the dimensions of 
CBBE to be optimised to enhance practical retailing decisions. This statistical measurement could potentially be 
applied more widely to different retail sectors beyond the scope of the South African retailing industry. Therefore, the 
purpose of this study was guided by the following research question: 


“Does the CBBE of Retailer X have a positive impact on its consumers’ intention to purchase meat products?” 


The primary of objective of this study was: 


To determine whether the CBBE of Retailer X has a positive impact on its consumers’ intention to purchase meat 
products 
The secondary objectives of this study were to determine the impact of: 


° Brand awareness on the intention to purchase Retailer Xs’ meat products; 
° Brand imagery on the intention to purchase Retailer Xs’ meat products; 

. Perceived quality on the intention to purchase Retailer Xs’ meat products; 
° Brand loyalty on the intention to purchase Retailer Xs’ meat products. 


This article has been divided into three parts, such that the following section provides a literature review, succeeded 
by the methodology of the research with its results. Finally, a discussion about the results is provided in the form of 
managerial implications. Limitations of the research and possible future research concepts are also presented. 
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LITERATURE REVIEW 
The Fast-Moving Consumer Goods (FMCG) Industry 


The FMCG industry is one of the largest industries worldwide (Ntloedibe 2015; Research and Markets 2020). 
According to KPMG (2016), South Africa had the third highest expenditure in Africa in the FMCG market. Today, the 
FMCG industry is a highly competitive environment, characterised by retailers’ relentlessness towards capturing 
market share. FMCGs can be characterised as products with a relatively low-cost and low profit margin, and 
relatively high sales demand (Research and Markets, 2020; Wood, 2019). Examples of FMCGs include a variety of 
consumables such as food products, soft drinks, toiletries, and over-the-counter drugs. Thus, to create profitability for 
the store, companies within the FMCG industry rely heavily on marketing and other methods to gain consumer loyalty 
(Keller 2016; Wood 2019). Given that FMCGs are very similar, branding is used to differentiate and gain competitive 
advantages (KPMG 2016; Wood 2019). 


Retailer X and meat products within the FMCG Industry 


Retailer X, as previously mentioned, has a significant influence in this FMCG market. The brand is a South African- 
based retail group that operates both domestically and internationally; and caters to a market of consumers in the 
middle-to-upper income bracket (LSM 8 - 10) (Woolworths Holdings Limited 2019). In South Africa, the group has 
over 218 full-line and 430 food standalone stores and offers a wide variety of specific ranges under its own brand 
name of apparel, cosmetics, and food products (Woolworths Holdings Limited 2019). Retailer X is geared towards 
delivering high quality products by making use of contract farming in the production of freshly produced and prepared 
convenience foods, which has allowed Retailer X to supply a greater range of gourmet products (Woolworths Holdings 
Limited 2019). Furthermore, Retailer X has distinguished itself from competing FMCG retailers, such that 90% of its 
offering falls under Retailer X’s house brand, with a limited range of other branded goods (Trading Intelligence 2020). 
This exclusivity has allowed Retailer X to price their products slightly higher than competing retailers (Konuk 2018; 
Tarrant 2016). 


Retailer X’s brand equity is a result of the above, which has cemented its position in the FMCG industry. The 
brand’s quality blueprint stipulates that they measure their performance on their ability to meet set standards from a 
supplier and retail point of view (Woolworths Holdings Limited 2019). Among all the food products sold in its stores, 
Retailer X’s meat products have experienced significant success within the food retail department (Woolworths 
Holdings Limited 2016). 


Furthermore, meat products meet the definition of an FMCG good as they have a short shelf-life, are perishable, 
and have low margins with relatively high sale volumes (KPMG, 2016). Current literature indicates that consumers’ 
concerns in terms of meat purchases are related to price, shelf-placement, calorie content, artificial ingredients, 
convenience characteristics and cholesterol (Font-i-Furnols & Guerrero 2014; Resurreccion 2004). Furthermore, 
Retailer X dedicates, on average, 21% of its shelf space to meat products (Woolworths Holdings Limited 2016). 
Literature has found that the most prominent characteristic on which consumers base their quality evaluation is the 
appearance of meat products. (Kim, Spence & Marshall 2018; Verain, Sijtsema & Antonides 2016). Various aesthetic 
attributes of the product impact the consumer’s likeliness to purchase meat (Verain et al. 2016). The attractive, 
simple, and clear packaging of Retailer X’s meat products allow for consumers to evaluate if the product meets their 
needs in terms of colour and fat content (Kim et al. 2018). The following section illustrates the importance of branding 
and how it is regarded as a core concept in the FMCG industry. 


Defining branding and brand equity 


Brands have become an integral part of consumers’ daily lives (Keller 2002, 2019). From a corporate perspective, 
brands are regarded as being central to the firm’s marketing and business strategy (Cerri 2012; Kotler 2019; Kotler 
& Armstrong 2010). This is because establishing a strong and successful brand assists in creating a sustainable 
competitive advantage for a firm and significantly impacts the firm’s overall performance (Cerri 2012; Kotler 2019; 
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Kotler & Gertner, 2002; Pillay, 2007). After analysing the works of Ambler (2003), Kotler and Gertner (2002) and Aaker 
(1991), a broad definition of a brand was derived as being a name, term, design, symbol, design or another feature 
that identifies one seller’s distinctive good or service, and it is something that is bought by the consumers. 


A brand ultimately has the power to shape a consumer’s perception of a product, and it is this perception that 
drives the consumer to favour one brand over another (Cerri 2012; Cifci, Ekinci, Whyatt, Japutra, Molinillo & Siala 
2016; Moolla & Bisschoff 2013; Tanveer & Lodhi 2016). Davis (2002) reiterated that it is a brand that a consumer may 
have a relationship with, not the actual product or service (Coelho, Rita & Santos 2018). This is because a brand 
is essentially a set of promises, and therefore can occupy an important position in the minds of consumers (Davis 
2002; Keller 2016). In light of the above perspectives, the following definition of a brand provided by McDonald and 
De Chernatony (2001:20), was used for the purpose of this study: “A successful brand is an identifiable product, 
service, person or place augmented in such a way that the buyer or user perceives relevant, unique added values 
which match their needs most closely. Its success results from being able to sustain these added values against 
competitors” (Iglesias, Ind & Alfaro 2017:150). The following section is based on this understanding and discusses 
the concept of brand equity and its importance to a firm. 


Defining brand equity 


Aconcept derived from branding is brand equity, which emerged in the 1980s (Aaker 1991; Cifci et al. 2016; Keller 
2016). Keller (2002, 2016), Tanveer and Lodhi (2016), Atilgan, Aksoy and Akinci (2005), Dublin (1998) and Aaker 
(1991) define brand equity as the marketing outcomes and effects that accumulate to a product with its brand name, 
in comparison with those that would accumulate if an identical product did not have the brand name. Brahmbhatt and 
Shah (2017) concur with this definition, defining brand equity as the value added to a product or service by the brand 
name. Creating a brand equity profile involves “the identification of the various consumer associations with a brand 
and levels of consumer awareness and loyalty that set it apart from competitors” (Aaker, 1991:126). This is induced 
from a consumer’s individual experience with the brand (Aaker 1991; Baalbaki & Guzman 2016; Cifci et al. 2016).A 
consumer-based perspective was chosen for this study as it is their viewpoints which assist marketers in developing 
efficient strategies to understand, meet and influence consumer behaviour (Cifci et al. 2016; Baalbaki & Guzman 
2016; Tong & Hawley 2014). This consumer-based perspective enables marketers to determine the consumer’s 
response towards a brand name and derive real value (Baalbaki & Guzman 2016; Cerri 2012; Cifci et al. 2016; 
Tong & Hawley 2014). Therefore, a meticulous understanding of brand equity from the consumer’s perspective is 
a prerequisite in achieving effective brand management (Baalbaki & Guzman 2016; Tong & Hawley 2014). The 
following section presents a more detailed discussion on the concept of CBBE. 


CBBE and its conceptual framework 


According to Keller (1993:2), CBBE is defined as “the differential effect of brand knowledge on a consumer’s 
response to the marketing of the brand” and can be positive or negative (Cerri, 2012). Positive CBBE transpires 
when the consumer expresses familiarity with the brand and retains some strong, positive, and distinctive brand 
associations in their memory (Baalbaki & Guzman 2016; Cifci et al. 2016; Keller 2016; Cerri 2012). Aaker (1996) 
presents how positive CBBE is core to the success of any business as it can lower costs and increase revenue, 
thereby resulting in greater profit (Baalbaki & Guzman 2016). This study was adapted from Aaker’s (1991) model, 
given that it has been cited and empirically tested over 1 500 times in respected academic work relevant to this study 
(Baalbaki & Guzman 2016; Cifci et al. 2016; Tong & Hawley 2014; Yoo, Donthu & Lee 2000). Moreover, the study was 
also adapted from Tong and Hawley (2014), owing to its relevance to this study. This CBBE model aims to determine 
the different aspects that contribute to the overall intrinsic value of the brand, and how this may impact purchase 
intention (Gifci et al. 2016; Tong & Hawley 2014; Aaker 1991). Therefore, this model has been applied to this study to 
test the measurement of the CBBE dimensions in regard to Retailer X in the FMCG industry. The applications of the 
CBBE model depicted in Figure 1 are discussed below. 
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FIGURE 1 
AN ADAPTATION OF AAKER (1991) AND TONG & HAWLEY (2014) 
TO FORM A CONCEPTUAL MODEL OF CBBE TO TEST AGAINST PURCHASE INTENTION 
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Aaker (1991) divides brand equity into five main dimensions: brand awareness, brand association, perceived 
quality, brand loyalty, and other privately-owned brand assets such as trademarks, patents, and channel relationships. 
The basic concept behind the model is that the power of a brand is determined by what consumers have seen, learnt, 
heard, and felt about a brand over time. The first four dimensions have been frequently used to measure CBBE, as 
responses to them can be easily understood by consumers (Cifci et al. 2016; Pappu et al. 2005; Tong & Hawley 2014). 
Thus, to say that a brand has a strong brand equity suggests that consumers have a high brand-name awareness; 
retain a positive brand image; perceive the brand to be of good quality; and are loyal to the brand (Cifci et al. 2016; 
Pappu et al. 2005; Tong & Hawley 2014). 


Brand Awareness 


Brand awareness is the extent to which a consumer expresses familiarity with the image or qualities of a brand as 
a member of a certain product category (Aaker, 1991). Pappu et al. (2005:145) further substantiates this viewpoint by 
defining it as “the strength of a brand’s presence in consumers’ minds”. According to Keller (2002, 2016) and Snoj, 
Korda and Mumuel (2004), brand awareness consists of two main sub-dimensions, namely: brand recognition and 
recall. Rossiter and Percy (1987) conceptualised brand awareness as the consumers’ ability to identify or recognise 
the brand. However, all literature supports the view that brand awareness is created through frequent exposure 
to the brand (Cifci et al. 2016; Keller 2002; Pappu et al. 2005; Snoj et al. 2004). Hence, brand awareness was 
operationalised as a consumer’s general familiarity with the Retailer Xs’ brand for the purpose of this study. 


Brand Association 


Brand associations are considered to embody “the meaning of the brand for consumers” (Keller 1993: 3). Cifci et al. 
(2016) and Tong and Hawley (2014) expanded on this definition by describing brand association as the characteristics 
of a brand that come into a consumer’s mind when engaging with the brand. Moreover, these varying associations 
have different levels of strength, which impact a consumer’s decision to purchase a product (Aaker 1991, 1996; 
Brahmbhatt & Shah 2017; Mohan & Sequeira 2016). A consumer’s perception of the link between a product and its 
respective brand will strengthen when it is based on various experiences or exposures to brand communications 
which form positive attitudes among consumers (Aaker 1991; Brahmbhatt & Shah 2017). Thus, CBBE ensues when 
consumers possess a high level of brand awareness and retain numerous strong, positive, and exclusive brand 
associations in their minds (Calvo-Porral & Lévy-Mangin 2017; Snoj et al. 2004). 
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Perceived Quality 


Perceived quality is not the actual quality of the product but is rather the consumer’s subjective evaluation of the 
product’s quality, in comparison to alternatives (Calvo-Porral & Lévy-Mangin 2017; Pappu et al. 2005: Snoj et al. 2004; 
Zeithaml 1988). Brands that are perceived to be of higher quality positively influence a consumer’s attitude toward 
a brand, which in turn impacts their intention to purchase goods or services from the respective brand (Baalbaki & 
Guzman 2016; Cifci et al. 2016; Tong & Hawley 2014). Furthermore, it enables the brand to differentiate itself from 
competing firms, to demand a premium price, and provides a solid foundation for the brand extension (Aaker 1991; 
Baalbaki & Guzman 2016). 


Brand Loyalty 


Aaker (1991:39) defined brand loyalty as, “the attachment that a customer has to a brand”. Tong and Hawley 
(2014) expanded on this definition by specifying it as the tendency of consumers to concentrate their purchases on 
the same brand of goods over a long period of time. Aaker (1991) inferred that brand loyalty contributes significantly 
towards the value of a brand, as it results in a group of long-term habitual buyers who are unlikely to start purchasing 
from competitors. Moreover, brand loyalty can be characterised as a favourable attitude of a brand, and the repeat 
purchases of its products over time (Coelho et al. 2018; Rossiter & Percy 1987). The accumulation of these definitions 
operationalise brand loyalty as the consumer’s actual loyalty to the brand, which is reflected in purchase choices. The 
application of brand loyalty is needed for marketers to understand the unique South African retail market by providing 
insight into what the optimal consumer experience is with products and services. Moreover, these results could 
provide useful insights to enhance Retailer Xs’ competitive advantage within the highly competitive FMCG industry. 


In addition, this study proposed an associative relationship between the four CBBE dimensions. Pappu et al. 
(2005) envisaged that a consumer’s perception of quality would be associated with their brand loyalty; in other words, 
the more brand loyal a consumer is, the more likely they are to perceive the brand’s offering as superior quality, and 
vice versa (Cifci et al. 2016). Moreover, a consumer’s brand awareness is likely to be high when they have strong 
associations for the brand. This study sought to investigate the possible interdependent relationships between the 
dimensions, which have been illustrated in previous literature (Cifci et al. 2016; Pappu et al. 2005). A discussion of 
purchase intention follows, as the measurement of CBBE cannot be fully appreciated until its effect on the attitudes 
and behaviour of consumers is understood. 


Purchase intention of consumers 


This conceptual model was applied to this study as previous literature has suggested that there is a link between 
CBBE and purchase intention in the FMCG industry (Chinomona & Popoola 2017; Pillay 2007). This was because 
brands with a positive CBBE, across various product categories, generated significantly “greater preferences and 
purchase intentions” (Cobb-Walgren, Ruble & Donthu, 2013: 37). Halim and Hameed (2005) describe the purchase 
intention of a consumer as being the repeated purchases and repetitive engagement with the product. Fandos and 
Flavian (2006:656) further state that purchase intention is the positive and “foreseeable behaviour in short-term future 
buying decisions”. Thus, if the product’s respective values coincide with the consumer’s wants and needs, they will 
then be inclined to make a purchasing decision (Tariq et al. 2013; Wangwe 2018). Furthermore, Wangwe (2018) and 
Tariq et al. (2013) both suggested that consumers will make repeated purchases if they continue to have positive 
experiences with the brand. This study operationalised the concept of “purchase intention” through the summation 
of the above discussion. Understanding the attributes of meat product attributes in determining consumer purchase 
intention is imperative as it is relatively unexplored. Thus, examining attributes of consumers’ purchase intention in 
this study provides a robust assessment of economic opportunities for growth in the FMCG industry. Therefore, in the 
context of this study, the outlined associated benefits of the Retailer Xs’ brand can be said to influence its consumers’ 
purchase intention of their meat products. 
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Given the discussion above, the following five relational hypotheses were derived in terms of the scope and 
objectives of the research. The primary objective of this study was: 


To determine whether the CBBE of Retailer X has a positive impact on its consumers’ intention to purchase meat 
products. 
Therefore, based on this primary objective, the following relational hypotheses were derived: 


H,: The CBBE of Retailer X has a positive impact on its consumers’ intention to purchase meat products 
H.: Brand awareness impacts the intention to purchase Retailer Xs’ meat products 

H.: Brand association impacts the intention to purchase Retailer Xs’ meat products 

H,: Perceived quality impacts the intention to purchase Retailer Xs’ meat products 

Hs: Brand loyalty impacts the intention to purchase Retailer Xs’ meat products 


The given hypotheses were tested, and recommendations were derived on the basis of their results. The 
methodology that was used to conduct this study is discussed below. 


METHODOLOGY 


This study made use of a causal, conclusive research design in order to determine the cause-and-effect relationship 
between CBBE and purchase intention; thereby varying and manipulating the 4 CBBE dimensions (Cowles & Nelson 
2019; P.N. Hague, N. Hague & Morgan 2013; Malhotra 2010). This research design was adopted as previous literature, 
on which this study derived its theoretical underpinning, made use of this causal conclusive design (Cifci et al. 2016; 
Tanveer & Lodhi 2016; Tong & Hawley 2014; Yoo et al. 2000). The outcomes and effects that these dimensions had on 
the dependent variable, purchase intention, were observed. The most appropriate research method for this study was 
a Randomised Block Design as it ensured that the various experimental groups were closely matched to the blocking 
variable (Cowles & Nelson 2019; Malhotra 2010; Nunan, Birks & Malhotra 2020; Cowles & Nelson, 2019; Malhotra, 
2010). The blocking variable used was age such that respondents were classified according to specific age brackets, 
these being: 25-34 years, 35-44 years, 45-55 years, and 56-65 years (Cowles & Nelson 2019; Qualtrics 2012). This 
was done to deduce the buying patterns of different age groups. This approach was beneficial for the purpose of this 
study, as literature suggests that there are changes in the demand for meat products across different generations 
(Resurreccion 2004; Verain et al. 2016). 


The target population for this study consisted of Retailer X’s consumers between the ages of 25 and 65. This 
implied that the analysis was based on more assured purchasing intentions and an established brand loyalty (Keller 
2002, 2016). Retailer X’s target consumer is between LSM 8-10; therefore, Cape Town was investigated as relatively it 
has the highest household income bracket across South Africa (Chatterjee, Czajka & Gethin 2020; Trade Intelligence 
2020). The Southern Suburbs were selected for investigation as Retailer Xs’ target population and Cape Town stores 
were prominent in this area (Woolworths Holdings Limited 2019). The sampling technique that was used to select the 
target population was a non-probability technique of convenience sampling. This is because the technique does not 
use chance selection procedures, and an accurate set of probabilistic chances of selection of the sample population 
could not be identified (Malhotra 2010; Nunan et al. 2020). The data was collected through an online questionnaire, 
consisting of 23 questions and measured all the constructs in this study. Demographic questions were included at 
the end to ensure there was a fair representation of each gender subgroup, and to identify any prejudicial influence 
(Nunan et al. 2020). Lastly, a brief description of the purpose of this study was given, to ensure the respondents had 
no significant preconceived sentiments when answering the questionnaire (Malhotra 2010; Nunan et al. 2020). The 
measurement of each scale of this study’s constructs was discussed below. 


The measurement scales were adopted from a study conducted by Yoo et al. (2000), which has also been adopted 
in other academic works (Cifci et al. 2016). The items were measured on a 5-point Likert-scale using indicators of (1) 
‘strongly disagree’ to (5) ‘strongly agree’ on the basis that they were internally consistent (Malhotra 2010; Nunan et al. 
2020). The dimensions of CBBE from Aaker’s (1991) conceptual model were the independent variables in this study 
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and were manipulated in relation to the marketing mix, to determine their effect on the dependent variable, purchase 
intention (Cowles & Nelson 2019; P.N. Hague et al. 2013). The following section discusses the data collection of this 
study using this measurement instrument. 


The fieldwork of the research, including the pre-test and the data collection procedure, are described below. 
This process commenced with permission from the UCT ethics committee. The measurement was pretested on 
25 consumers as it allowed researchers to identify and remove any errors and misunderstandings displayed by 
the respondents (Malhotra 2010; Nunan et al. 2020). This gave assurance about the ease of response for each 
participant, and furthermore reduced the risk of inaccurate answers in the final online experimental process. The 
consumers who were part of the pre-test sample were excluded from the study when closing the pre-test, by thanking 
them and clarifying that they could not participate in the final questionnaire of the study (Wolf, Joye, Smith & Fu 2016). 
The official data collection began on 14 August and ran to 30 August. The sample consisted of 255 respondents, as a 
sample of this size increased the validity of the study and ensured that accurate conclusions were derived (Malhotra, 
2010; Nunan et al., 2020). 


The data was collected through an online survey and was distributed Facebook and Facebook Messenger. 
Facebook was chosen as the main medium for distribution, given that it has 36% more active users than its nearest 
competitor and it was assumed a snowball effect of obtaining respondents would take place (Statista 2017). Retailer 
X also has its greatest number of online followers (1.8 million people) on Facebook so a link to the questionnaire 
was posted on their respective pages. Approval from Retailer X was not obtained, given UCT’s ethical clearance of 
the study; however, implicit consent from the brand was assumed by Retailer X not removing the questionnaire link 
from their social media page. Moreover, using Facebook meant that no preferences regarding age, gender or race 
were made, owing to the randomness of conducting through this platform. Facebook Messenger distribution ensured 
the underserved age brackets were targeted by means of randomised public profiles obtained through the Facebook 
database. This enabled the researchers to obtain a more representative sample. 


In addition, the use of an online survey allowed the experiment to be conducted in an environment where the 
respondents felt comfortable, so that they would not be inconvenienced or feel negative towards participating in the 
research (Nunan et al. 2020). The use of an online questionnaire provided more accurate results due to the absence 
of the interviewer’s presence and assumed expectations of consumers (Pusterla 2016). The risk of was reduced, 
as respondents had complete anonymity compared to personal interactions. Moreover, no incentives were offered 
to influence participants’ responses. Consent was given by respondents in the beginning of the questionnaire in 
answering “yes” to a question asking whether they agreed to participate, and indicating they were over the age of 
25. Thus, the likelihood of respondents giving more truthful responses was increased (Ciccarelli & White 2017). The 
following section discussed the fieldwork that took place during the data collection period. 


FINDINGS, CONCLUSIONS AND ANALYSIS OF RESEARCH 
Nominal and Ordinal Descriptive Statistics 


Respondents were represented by 65.9% of the sample being females and 33.7% were males, with 0,4% of the 
sample preferring not to indicate their gender. The composition of the sample was slanted towards females and thus, 
it was not representative of the greater population. However, South African literature has indicated that the sample 
would contain more females, as they are the ones who predominantly do the shopping for the household (Lindsey, 
2015; Trade Intelligence, 2020). The following section presents the descriptive statistics of the interval data from the 
data collection. 


Interval Descriptive Statistics 


The following section discusses the descriptive statistics of both dependent and independent variables. The 
descriptive statistics of the CBBE dimensions and dependent variable of purchase intention can be seen in Table 1 
below. 
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TABLE 1 
AN INTERPRETATION OF THE INTERVAL DESCRIPTIVE STATISTICS OF THE STUDY 





Construct Mea slaniete Likert-scale interpretation Practical application 
value _—_ deviation 





Brand awareness 4.34 0.62 Responses varied from neutral to strongly agree Consumers Bx piae ses Teatvely e-tainleany will 
Retailer Xs’ meat products 

Some consumers valued Retailer Xs’ meat product 

Brand association 3.45 1.11 Responses varied from disagree to strongly agree characteristics highly, whilst others were more indifferent 
about the product characteristics when comparing brands 


Respondents’ perceptions of Retailer Xs’ meat products 


Perceived quality 4.42 0.63 Responses varied from neutral to strongly agree were relatively positive indicating consumers saw them as 
high quality 

Brand loyalty 3.75 1.00 Responses varied from neutral to strongly agree Res ponetls were coisiearanly oyeliowanis MelRplaller 
X food brand 

Purchase intention 4.10 1.00 Responses varied from neutral to strongly agree Respondents nada nigh tketnoed of purcnasing Retailer 


Xs’ meat products 





Therefore, consumers’ responses indicated that most of them made repeat purchases and continually engaged 
with Retailer Xs’ meat products. A key finding deduced from this analysis is that consumers displayed a positive 
CBBE. The following section discusses the reliability of the descriptive statistics. 


Scale reliability of questionnaire items 


This section discusses the internal consistency and validity of the scales used in this experiment, and thus the 
overall respective reliability. To measure the overall reliability the study made use of both Cronbach's alpha and a 
Principal Factor Analysis (PCA) with a Varimax rotated solution (Nunan et al. 2020). A Cronbach's alpha is considered 
internally consistent if it approximates the 0.7 threshold (Malhotra 2010; Nunan et al. 2020). The results of the 
Cronbach’s alpha tests can be found in Table 2 below. 


The Cronbach’s alphas for each dimension were all above the threshold of 0.7, except for purchase intention, 
which had a test statistic of 0.62. An “Alpha-if-ltem-Deleted” test was run on these purchase intention scale items 
so that they could be considered for removal, but this only lowered Cronbach's alpha values. However, Nunan et al. 
(2020) and Malhotra (2010) still consider 0.6 as the lowest level of “satisfaction” for internal consistency reliability. 
Thus, this scale was included in this analysis. Therefore, all constructs were considered to have internal consistency. 


TABLE 2 
RELIABILITY AND INTERNAL CONSISTENCY OF SCALES USED IN THIS STUDY 








Construct peevonnes peveesl penises Eigenvalue(s) Explained Variation 
Brand awareness 0.94 0.82 2.88 57.49% 
Brand association 0.94 0.90 2.50 83.23% 
Perceived quality 0.93 0.92 3.26 81.47% 
Brand loyalty 0.94 0.86 2.37 78.94% 
Purchase intention 0.90 0.62 1.90 47 40% 


1.02 25.60% 
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When evaluating the PCA, the factor loadings of each construct the dimensions were also considered reliable 
if they approximated 0.7 threshold or sufficiently greater (Nunan et al., 2020). For all the CBBE dimensions, each 
variable extracted only 1 factor in the rotated factor analysis with an eigenvalue greater than 1, using Kaiser’s 
criterion (Malhotra 2010; Nunan et al. 2020). All the factor loadings for the CBBE dimensions were above the 0.7 
explained variation threshold. However, the dependent variable purchase intention had 3 iterations in this rotated 
factor analysis, and 2 factors were extracted with eigenvalues greater than 1, using Kaizer’s criterion (Malhotra 2010; 
Nunan et al. 2020). Factor 1 had an eigenvalue of 1.90 and explained 47.40% of the variation in the data. Factor 
2 had an eigenvalue of 1.02 and explained 25.60% of the variation in the data. Cumulatively, the factors explained 
73% of the variation in the data, thus the factor loading were greater than 0.7, with the first two items loaded onto 
Factor 2, and the remaining two items loaded onto Factor 1. Moreover, the validity and reliability purchase intention 
was deemed satisfactory, even with its low Cronbach’s alpha and 2-factor extraction, as the communality values 
of the four purchase intention items were above the threshold of 0.5 (Black & Babin 2019; Hair, Bush & Ortinau 
2008). Therefore, all models were considered a good fit for the study and thus, reliability was established for all the 
constructs. Therefore, inferential hypothesis testing could be conducted in the following section. 


Inferential Hypothesis Testing 


Inferential testing was done to determine if the hypotheses could be supported by the collected data. Skewness 
and Kurtosis statistics were evaluated to test normality because this analysis supersedes normality distribution 
conclusions (Malhotra 2010; Nunan et al. 2020; Wolf et al. 2016). The Skewness and Kurtosis bands of normality 
used in this study was tested with the range of -1/1 and -1.5/1.5, respectively (Nunan et al. 2020). In accordance with 
the normality bands of the given assumptions, the various summated scales of the CBBE dimensions and purchase 
intention were considered normal as they were within the outlined range above (Nunan et al. 2020;). Thus, these 
scales were deemed robust enough to deal with the following hypothesis testing that assumed normally distributed 
data (Wolf et al. 2016). The hypotheses were tested using bivariate correlations and multiple regressions. 


Bivariate correlations of CBBE dimensions and purchase intention 


The Pearson Correlation Coefficient (r) was used to test the relational hypotheses (Malhotra 2010; Nunan et al. 
2020;). These hypotheses were used to test if the different dimensions of CBBE were able to affirm what had been 
said in previous literature. Essentially, if a significant relationship existed between two constructs, and the strength 
of the relationship was relatively strong, it could be established that the CBBE dimensions impacted purchase 
intention. Hypotheses 2 to 5 were investigated for this relationship and made use of a non-directional two-tailed test. 
Furthermore, a Pearson Correlation was also used to test the summated scales of all the CBBE dimensions to derive 
further insights to support the “H1” of this study. The primary hypothesis made use of a directional one-tailed test, 
as it sought to further support that Retailer Xs’ CBBE had an overall positive relationship on a consumer’s purchase 
intention. Given that CBBE is defined as the summation of brand awareness, brand association, perceived quality, 
and brand loyalty; an additional Pearson Correlation test was conducted (Aaker, 1991; Cifci et al., 2016). This CBBE 
directional test was conducted on the basis that all the dimensions of CBBE had a significant impact on intent to 
purchase. The inferential testing results were presented in Table 3 below. 


TABLE 3 
BIVARIATE CORRELATIONS TEST OUTPUT 








Brief Description Test Statistic  P-Value Outcome Strength of Relationship 
Correlation between purchase intention and the overall CBBE Variable. 0.493 0.00 Reject HO Positively Moderate 
Correlation between purchase intention and brand awareness. 0.338 0.00 Reject HO Weak 

Correlation between purchase intention and brand association. 0.462 0.00 Reject HO Moderate 

Correlation between purchase intention and perceived quality. 0.431 0.00 Reject HO Moderate 


Correlation between purchase intention and brand loyalty. 0.358 0.00 Reject HO Weak 
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It is evident from Table 3 that the null hypothesis was rejected for each hypothesis test. The inferential statistics 
presented above were tested against the outlined one-tailed directional hypotheses (“H2 to H5”). Each CBBE dimension 
had a significant impact on the purchase intention of meat products at the 1% level with respective test statistics 
given above. The strengths of these relationships were determined using the p statistic such that if it was below 0.4, 
it was weak and above 0.6, it was strong (Malhotra 2010; Nunan et al. 2020). The scales of brand awareness, brand 
association, perceived quality, and brand loyalty were summated to form one overall CBBE variable. This was done 
in an attempt to support “H1” of this research (Cifci et al., 2016; Tong & Hawley, 2014). 


H,: The CBBE of Retailer X has a positive impact on its consumers’ intention to purchase meat products 


The overall CBBE variable had a significant impact on the purchase intention of meat products at the 1% level, and 
a test statistic of p=0.493. Moreover, it was the most significant relationship with purchase intention, in comparison 
with the individual CBBE dimensions’ tests. This coincided with previous literature, as well as the hypotheses of 
this study, which claimed that a positive relationship exists between CBBE as a whole and consumers’ intention to 
purchase (Cerri 2012; Cifci et al. 2016; Moolla & Bisschoff 2013; Tanveer & Lodhi 2016). This suggested that CBBE 
overall had a greater positive impact on consumers’ intention to purchase Retailer Xs’ meat products, when all the 
dimensions were aggregated. Thus, a multiple regression was run, as described in the following section, in order to 
decompose the cumulative effect of Retailer X CBBE’s dimensions on purchase intention. 


Multiple regression of purchase intention and the dimensions of CBBE 


Regression was used to determine whether the dimensions of CBBE (the independent variables) explained the 
amount of variation in Retailer X’ consumers intention to purchase meat (the dependent variable). The model was 
therefore able to establish whether a relationship existed between the variables. The independent variables were 
controlled for to evaluate the specific contributions of each CBBE dimension. It was hypothesised that: 


Purchase intention = BO + B1(brand awareness) + B2(brand association) + B3(perceived quality) + B4(brand loyalty) 
+ e, where B1, B2, B3 and 64 were all hypothesised to be positive based on the aforementioned conclusions. 
Initially, a force entry regression model was formulated according to theory: 


Purchase intention= BO + 0.04(brand awareness) + 0.27(brand association) + 0.22(perceived quality) + 0.07(brand 

loyalty) + e 
However, two variables were insignificant, so a Stepwise Method was used to confirm these results, and the following 
results were determined. The overall significance of the Stepwise Method was supported at the 1% level using an 
ANOVA, such that at least one Bx differs from zero with all regression assumptions being met. The amount of variation 
in Y that could be explained by the model was indicated by the coefficient of determination. The statistic in the model 
accounted for 25.5% of the variation in Y. In addition, the coefficient of multiple determination, which accounted for the 
number of X’s used in the model, identified that the model was able to explain 24.9% of the variation in Y. Therefore, 
the model had weak explanatory power, and it was inferred that some other relationship explained the remaining 
variation in the model. 


Results of the regression supported the following hypotheses and suggested the following estimated regression 
equation: 


Hs: Brand association impacts the intention to purchase Retailer Xs’ meat products (Bx # 0) 
Ha: Perceived quality impacts the intention to purchase Retailer Xs’ meat products (Bx # 0) 
Purchase Intention = BO + 0.32(brand association) + 0.25(perceived quality) + e 


It was determined that brand association and perceived quality loaded more significantly when the other variables 
were removed from the model, thus, indicating that Retailer Xs’ CBBE was mainly driven by brand association and 
perceived quality, as they had the greatest impact on purchase intention. This could be explained by the inability of 
consumers to separate the four dimensions of CBBE when making a purchasing decision, which led to an overlap of 
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explanatory power between the different dimensions of CBBE. Therefore, the different CBBE dimensions needed to 
be understood interdependently to determine the greatest impact on purchase intention. The positive and significant 
nature of the Betas supported the hypotheses that brand association and perceived quality had a positive impact on 
purchase intent. In an effort to further explain the removal of brand awareness and brand loyalty in obtaining the final 
multiple regression model, it was important to test the multicollinearity, or overlaps in explanatory power, of the four 
dimensions of CBBE (Black & Babin 2019; Hair et al. 2008). 


This test was conducted by regressing each explanatory variable against the remaining explanatory variables 
to determine if there was a significant relationship between the four dimensions of CBBE. Table 4 shows that brand 
association and brand awareness did not contain a significant overlap in explanatory power. Similarly, brand loyalty 
and perceived quality did not contain a significant overlap in explanatory power. The conclusions drawn from this are 
that the final model needed to contain either brand awareness or perceived quality, and brand association or brand 
loyalty. Determining which variables to include required an individual analysis of each of their explanatory powers on 
purchase intention, as this was the dependent variable of this study. 


TABLE 4 
SHOWING THE OVERLAPPING EXPLANATORY POWER OF THE FOUR DIMENSIONS OF CBBE 








Brand Awareness Brand Association Brand Loyalty Perceived Quality 
Brand Awareness Not Significant 26,10% 32,20% 
Brand Association Not Significant 39,50% 32,80% 
Brand Loyalty 26,10% 39,50% Not Significant 
Perceived Quality 32,20% 32,80% Not Significant 





Table 4 below shows that the most powerful explanatory variables are brand association and perceived quality. 
It was for this reason that brand association and perceived quality were included, while brand awareness and brand 
loyalty were removed, in accordance with the multiple regression above. A further justification as to why brand 
awareness and brand loyalty could be removed without causing the explanatory power of the model to become too 
weak, was that perceived quality included 32.2% of the explanatory power of brand awareness. Furthermore, brand 
association included 39.5% of the explanatory power of brand loyalty. This overlap in explanatory power was evident 
in the multicollinearity that existed between these variables (Black & Babin 2019; Hair et al. 2008). Thus, a possible 
explanation for this was that a correlation network existed between the CBBE dimensions, which conformed with 
previous CBBE research that an overlap existed (Aaker, 1991; Cifci et al. 2016; Keller 1998, 2016; Lassar et al. 1995; 
Pappu et al. 2005). Managerial implications were drawn in order to understand the practical impact of CBBE on the 
purchase intention of Retailer Xs’ consumers. 


MANAGERIAL IMPLICATIONS 


The findings of this study concurred with previous literature, by inferring that a brand ultimately has the power 
to shape the consumers’ perception of a product, driving them to favour one brand over another. Therefore, it was 
necessary to ensure the optimisation of CBBE to strengthen an FMCG retailer's competitive position. This section 
explores the managerial implications of this study’s findings, and their respective impacts on purchase intent. 
Moreover, the value of these implications can also be extrapolated to international corporations when investing into 
the relatively untapped African retail market. 


Stimulate purchase intention by optimising brand awareness through perceived quality —this lends itself to the 
implementation of a marketing campaign centred around generating awareness for meat products, by focusing on 
the high quality of the food. This could potentially be done by recruiting celebrity guest chefs to endorse the meat 
products. Cooking classes and “Chef’s Table” events for special invitees with a certain minimum annual spend on 
their Retailer Xs’ Rewards Cards could be conducted. This would generate positive word of mouth (WOM) and create 
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awareness around the superior quality of Retailer Xs’ meat products. A similar, yet broader marketing campaign, 
would be to emphasise the sponsorship of their meat products on local cooking shows, highlighting that home cooks 
can be gourmet. International retailers should consider this implication, as consumers in the South African market are 
beginning to perceive quality foods as an everyday necessity, rather than a luxury. 


Retailer X need not focus on increasing brand awareness — people in South Africa are already generally familiar 
with the brand of Retailer X (Trade Intelligence 2020). Instead, they should focus their marketing campaign on 
promoting the superior quality of their product. The idea of focusing on perceived quality rather than brand awareness 
can be adopted as brand was removed from the model as it was insignificant, and 40.5% of it was explained by 
perceived quality and brand loyalty. In addition, as alluded to above, if consumers perceive meat products to be of high 
quality, there could be positive repercussions of WOM generation from these meat-centric campaigns. Furthermore, 
with high perceived quality having a significant overlap in explanatory power with brand association, both of these 
variables contributed significantly towards CBBE, and ultimately the purchase intention of consumers. This insight 
can be beneficial for international investors, as it illustrates that to secure market share, they need to supply quality 
food products at reasonable prices to satisfy South Africa’s growing middle class. 


FMCG retailers should capitalise on the emerging consumer trend of purchasing meat from local and specialist 
butcheries instead of supermarkets — this provided a unique opportunity to tackle all four dimensions of CBBE in the 
implementation of one new concept: a standalone butchery (Townshend 2019). This could be pioneered in various 
Retailer X stores, where there would be a separate entrance and pay point inside the butchery. This would help 
increase the perceived quality of Retailer Xs’ meat products, as through implementing this idea, the brand would be 
able to separate itself from the stigma attached to supermarket meat (Townshend 2019). This additional service from 
Retailer X would also help to increase brand awareness. Furthermore, brand association would be enhanced, as 
consumers would begin to associate Retailer Xs’ meat products with the high quality of a traditional butchery. Finally, 
the aforementioned factors would further reinforce the brand loyalty of consumers and potentially encourage brand 
switching behaviour. 


Retailer Xs’ loyalty programmes and cards should not be stepped in nature — brand loyalty, and by extension loyalty 
cards, did not have a significant impact on purchase intention. Brand loyalty should therefore not be targeted directly 
but should rather be addressed through brand association as 39.5% of brand loyalty could be explained by brand 
association. Retailer X has a competitive advantage, whereby a consumer does not need to meet predetermined 
criteria to earn a discount. This differs from similar retailers in the sense that there are no prerequisites to benefiting 
from the rewards offered by being a Retailer X Rewards cardholder (Woolworths Holdings Limited 2019). Retailer X 
should therefore keep its rewards card programme simple and hassle-free. However, international investors should 
do a statistical evaluation such as that outlined in this study before deciding whether their loyalty programme should 
be “stepped” in nature. 


These managerial implications should be phased in slowly using trial periods and strategic test-sites, to assess 
their effectiveness before rolling the campaign out nationwide. This research provided a method of interdependence 
analysis, in which the explanatory power of each dimension was determined. This has not been commonly explored in 
South African retailing literature; thus, this study contributed towards academic knowledge by providing useful CBBE 
insights. The following section provided recommendations on how future research could give further insight into these 
managerial implications. 


Recommendations for Future Research 
This section provides recommendations for avenues of future research. 


. Expand geographical area of investigation — this study was limited to consumers residing within the Southern 
Suburbs of Cape Town. Therefore, findings could not be generalised to the entire South African population, given 
the significant differences in terms of consumption patterns, purchasing power and lifestyles between consumers 
living in other regions (Trade Intelligence 2020). 

. Investigate alternative food items and other FMCG retailers — to determine a brand’s CBBE impact on a greater 
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variety of FMCG goods and retailers. 

. Investigate the relationship of convenience products in relation to the study’s CBBE model — the urbanisation 
of South African consumers, and the resulting level of “business” activity in these cosmopolitan areas has led 
to a change in lifestyles and retailing patterns (Chatterjee et al. 2020). Subsequently, there has been a growing 
trend towards convenience items being sold at various retailers across South Africa, to meet the needs of these 
consumers’ busy lifestyles (KPMG 2016; Townshend 2019). Furthermore, Retailer X has been seen to pioneer this 
trend, and its product offerings have also been imitated by other retailers (Trade Intelligence 2020). 

By extending this study beyond the scope of meat products, future research could provide broader insight into 

South African consumers’ purchasing patterns 


CONCLUSION 


The fundamental objective of this study was to determine the impact of Retailer Xs’ CBBE on the intention of 
its consumers to purchase meat products within the FMCG industry. This objective was derived by identifying an 
opportunity for research to determine whether the CBBE of Retailer X had a positive impact on its consumers’ 
intention to purchase meat products. This was empirically tested in the form of a questionnaire on 255 respondents in 
the Southern Suburbs of Cape Town, in accordance with the relevant ethical considerations. The findings of this study 
uncovered that the CBBE dimension of Retailer Xs’ meat had a significant impact on consumers’ purchase intention. 


However, when a multiple regression was run, both brand awareness and brand loyalty were removed from 
the model owing to their insignificance. Hence, the innovative statistical measurement method for the four CBBE 
dimensions was designed in order to quantify their independent contributions to the model. This concurred with the 
findings of the multiple regression, as brand awareness and brand loyalty only made significant contributions to 
purchase intention when driven by perceived quality and brand association, respectively. Managerial implications 
were derived to optimise Retailer Xs’ brand-enhancing strategies. This study provides value as it identified local retail 
implications that optimise CBBE, as well emphasising the brand’s international appeal. Furthermore, the study was 
unique as it quantified the interdependent nature of the CBBE dimensions with their respective explanatory power, 
which is a method not frequently cited in current literature. Thus, this study highlights the importance of various 
marketing efforts in building strong brand equity. 
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ABSTRACT 


Background: Organisations face greater competition and exposure to disruptions and risks due to an increase 
in globalisation, and as a result, they must continuously seek strategies to improve their supply chain resilience 
(SCRES). However, in the pursuit to achieve effective and efficient supply chains, organisations have acted and 
reacted in different ways to enhance resilience, which in some cases have also increased vulnerability to other 
possible disruptions. 

Objectives: This study investigated the predominant sources of disruptions in the fast-moving consumer goods 
(FMCG) industry in South Africa. Additionally, the study investigated the strategies adopted to overcome the 
sources of disruptions and the interconnectedness of the resulting outcomes. 

Method: A generic qualitative research methodology was employed. Data was collected using semi-structured 
interviews with 12 participants appointed within middle and top management positions in the South African FMCG 
industry. 

Results: The study found that regular strike actions and unionism were the predominant endogenous threats, 
while bad weather and political instability are the predominant exogenous disruptions to the South African FMCG 
industry. The findings also indicate that the majority of SCRES strategies adopted by South African FMCG retailers 
are mostly reactive. 

Conclusion: The study suggests that it is important for the South African FMCG industry to build proactive SCRES 
strategies to be able to better respond to disruptions before it disrupts their supply chains. By incorporating resilient 
supply chain strategies, organisations can better prepare for potential supply chain disruptions but also respond 
to and recover from disruptions. 








Keywords: Supply chain resilience, globalisation, disruptions, strategies, interconnectedness, FMCG industry, 
qualitative research, South Africa 











INTRODUCTION 


Robert Jordan, an American author, was quoted saying: “The oak fought the wind and was broken, the willow bent 
when it had to and survived.” Likewise, some external and internal disruptions of organisational supply chains are 
unavoidable, however, the SCRES strategies used in understanding, predicting, preventing and managing disruptions 
can influence the magnitude of the outcome (Ivanov, Mason, and Hartl, 2016:2). Scholars have suggested that SCRES 
is about identifying disruptions and finding corresponding strategies (Adobor, 2018:1-3; Kochan & Nowicki, 2018:843- 
845). However, the existence of a relationship between strategies and outcomes is not always clear (Kamalahmadi 
& Parast, 2016:1450). 


Hence, responding to unpredictable supply chain disruptions remain a major concern for organisations, and 
of need for further academic research (Kochan & Nowicki, 2018:842). Moreover, this limited understanding of the 
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interrelationship between the elements of SCRES may lead to mismatches between the disruptions, the deployed 
strategies and the outcomes thereof (Tukamuhabwa, Stevenson, Busby & Zorzini, 2015:5605). Mismatches between 
disruptions, strategies and outcomes waste resources and may cause further disruptions to the supply chain. 


Concomitantly, the purpose of this qualitative study is to investigate SCRES in the South African FMCG industry 
to improve the understanding of the interconnectedness between supply chain disruptions, the strategies used to 
mitigate those disruptions and the outcomes thereof. The research specifically focusses on the South African FMCG 
industry. The South African FMCG industry sources raw materials and finished products both locally and globally, 
which makes their supply chains more vulnerable and exposed to disruptions (Singh, Shukla & Mishra, 2018:398). 
As such, the local FMCG industry presents an appropriate setting to examine the interconnectedness of supply 
chain disruptions, strategies and outcomes of a developing country perspective. The research aimed to answer the 
following questions: 


° What are the predominant sources of disruptions in the South African FMCG industry? 
° Which strategies do South African FMCG organisations use to build SCRES to mitigate disruptions? 
. How are disruptions, strategies and outcomes interconnected in the South African FMCG industry? 


LITERATURE REVIEW 
South African FMCG industry overview 


The global FMCG industry manufactures and provides products that are highly in-demand, quickly sold, and 
affordable to the society (Mvubu & Naude, 2016:274; Christ & Ferrantino, 2011:20). The FMCG industry has become 
an area of focus for driving economic growth, not only in South Africa but also the African continent at large, leading 
high volumes of consumer demand (Syed & Siddiqui, 2019:9386). However, the volatility of the South African Rand 
has led to increased prices on many goods and services, placing the FMCG industry in a situation where it should 
find a balance between sustaining desired profits while making products affordable to financially disadvantaged 
consumers (Bala, Prakash & Kumar, 2010:25). 


Due to such high volatility in consumer demand, the FMCG industry in South Africa has become vulnerable to 
disruptions, including economic instability (Simba, Niemann, Kotzé & Agigi 2017:14). Furthermore, the South African 
FMCG industry is heavily affected by challenges such as poor infrastructure, unreliable power and poor technological 
systems (Meyer, Niemann, van Pletzen & Smit, 2019:2). Despite the threatening challenges faced by South African 
FMCG organisations, the industry’s supply chains are deemed to drive economic growth and bring stability to the 
country’s economy at large (Sanchez Rodrigues & Potter, 2013:290). 


Global sourcing 


Organisations pursue different global supply chain approaches to respond to the new global market changes 
(Ibrahim, Zailani & Tan, 2015:1430). However, the growth of global sourcing has been influenced by two main factors. 
Firstly, organisations will globalise operations to achieve reduced production cost and take advantage of advanced 
technologies (Jabbour, 2010:507-524). For example, global sourcing obtains products such as raw materials and 
manufactured products from different countries. The products are then transported across borders of other countries 
for further packaging, processing and sale (Holweg, Reichhart & Hong, 2011:333-341). This reduces costs because 
obtaining products from other countries may be cheaper than buying them from local suppliers (Asree, 2010:1). 


Secondly, the increasing competition in today’s turbulent environment has led to organisations concentrating more 
on core business activities while outsourcing other business needs (Kiessling, Harvey & Akdeniz, 2014:670). This 
has created strong cooperation between several organisations and formed global networks along the supply chain. 
Kiessling et al. (2014:676) state that many organisations see the globalisation of supply chains as an instrument 
that enables them to react to the strategies adopted by competitors. However, these two factors have resulted in 
complexities along the supply chain, making the supply chains vulnerable and exposed to disruptions of disruptions 
such as financial failure (Agigi, Niemann & Kotzé, 2016:2). 
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Supply chain resilience 
Background to SCRES 


The concept of resilience has attracted interest from scholars of different disciplines (Ma, Xiao & Yin, 2018:2). 
Regardless of its origins, resilience is considered a multidisciplinary and multidimensional concept (Adobor, 2018:1). 
The concept has been applied in different subjects such as economics, engineering, entrepreneurship, organisational 
management, psychology and supply chain management (Ma et al., 2018:5; Mandal, Sarathy, Korasiga, Bhattacharya 
& Dastidar, 2016:627). Management scholars find that at the organisational level, resilience is not only considered 
to be the capability to recover from unexpected shocks, but also the ability to turn challenges to opportunities while 
enhancing performance (Juttner & Maklan, 2011:246). 


Lengnick-Hall, Beck and Lengnick-Hall (2011:244) argue that organisational resilience is “a firm’s ability to effectively 
absorb, develop situation-specific responses to, and ultimately engage in transformative activities to capitalise on 
disruptive surprises that potentially threaten organisation survival”. The concept of SCRES has become an area 
of focus within the supply chain discipline because of the rise of undesirable disruptions to global supply chains 
(Chowdhury & Quaddus, 2016:713). Early definitions, such as that of Christopher and Peck (2004:1), highlights that 
SCRES is the capacity of a system to rebound from disruptions. 


Furthermore, scholars, including Ponomarov and Holcomb (2009:131), defined SCRES as the ability of a supply 
chain to prepare, adapt to unforeseen events and react to disturbances while upholding operations at the required 
level. More recently, Pettit, Croxton and Fiksel (2019:56-65), defined SCRES as a system’s ability to prepare, respond 
and recover from a disturbance while achieving competitive advantage. Regardless of the definition, SCRES is used 
to addresses vulnerabilities, ambiguities and unexpected disruptions faced by global supply chains (Ali, Mahfouz & 
Arisha, 2017:16). 


Disruptions 


Supply chain disruptions are any threat to the flow of information, products or materials from the manufacturer to 
the end consumer (Juttner & Maklan, 2011:248). The trends of outsourcing and the use of just-in-time practices have 
drastically reduced production costs (Chakravarty, 2013:39). However, such practices have resulted in more complex 
supply chains which are more vulnerable to disruptions (Pfohl, Gallus & Thomas, 2011:840). Many organisations 
today are aware of events that may disrupt their supply chains, such as strikes, bad weather conditions and transport 
breakdowns (Scholten, Sharkey Scott & Fynes, 2014:212). Disruptions to supply chains lead to discontinuity, low 
profitability and poor productivity for organisations (Marley, Ward & Hill, 2014:142). 


Supply chain disruptions can be categorised into two types, namely endogenous (internal) disruptions and 
exogenous (external) disruptions (Hohenstein, Feisel, Hartmann & Giunipero, 2015:90). Nel, De Goede and Niemann 
(2018:3) use a tripartite classification of supply chain disruptions, namely inter, intra- and extra-organisational 
disruptions. Despite the differences in terminology and categorisation, scholars largely agree that there is a distinction 
between disruptions emanating from within the supply chain and those emanating outside of the supply chain. 


Endogenous disruptions may negatively impact the supply chain causing several organisations within the supply 
chain network to shut down. In other cases, the whole supply chain may close (JUttner & Maklan, 2011:246). 
Subsequently, endogenous disruptions may lead to inefficiencies and poor relationships, a long the supply chain 
network (Durach, Glasen & Straube, 2017:845). Table 1 summarises the differences between endogenous and 
exogenous disruptions. 


Strategies for mitigating disruptions to supply chains 


Strategies for building SCRES are categorised as being either proactive or reactive depending on when they 
are applied relative to a threat or actual disrupting event (Adobor & McMullen, 2018:1452). Proactive strategies, 
such as collaboration, flexibility and visibility encourage supply chain readiness (Pettit, Fiksel & Croxton, 2010:1-25). 
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TABLE 1 
ENDOGENOUS AND EXOGENOUS DISRUPTIONS 
Endogenous Disruptions Exogenous Disruptions 
Cultural differences Political instabilities 
Infrastructure disruptions Weak legal systems 
Payment disruptions Corruption 
Dishonest Suppliers Natural disasters 
Raw material delays Informal Sector 
Financial difficulties of suppliers Unstable taxation 
Limited local supply market Geographical location 
Order cancellations Power shortages 
Poor customer delivery performance Communication barriers 
Long-distance sourcing triggered disruptions Legal uncertainty 








Source: Adopted from Tukamuhabwa, Stevenson, Busby & Zorzini (2017:493) 


Collaboration refers to organisations within the supply chain networks aligning their activities and thus enhancing 
the network’s adaptive capacity (Duong & Chong, 2020:2). Adobor and McMullen (2018: 1464), however, argue that 
collaboration may inadvertently increase the risks of inter-organisational conflicts in the supply chain networks. 


Flexibility refers to an organisation’s ability to react to disruptions while avoiding significant increases in operational 
costs (Agigi et al., 2016:8). Juttner and Maklan (2011:254) highlight increasing flexibility as a key threat containment 
strategy. Supply chain flexibility protects organisations’ revenue and cost targets while enhancing their capacity 
to meet customer demands in unpredictable conditions. Organisations can ensure supply chain design flexibility 
by implementing strategies such as multi-sourcing, production, distribution, and contract flexibility, as well as 
customisation and by employing a multi-tasked workforce (Chowdhury & Quaddus, 2016:712). 


Visibility is facilitated by information sharing, business intelligence and tracking information on operations. This 
allows organisations to identify vulnerable areas along the supply chain and to formulate contingency plans (Juttner 
& Maklan, 2011:254). Adobor and McMullen (2018:1456) point to the implementation of business continuity planning 
(BCP) as a key monitoring strategy to promote visibility by having prevention and recovery strategies in place in the 
event of a potential threat. Velocity is the capacity to complete tasks in the minimum time possible. Juttner and Maklan 
(2011:248) mention that visibility, flexibility and velocity can be collectively referred to as agility. 


In contrast to proactive strategies, reactive strategies are utilised to respond to or help, the supply chain to recover 
from disruptions, or to achieve a better operational state following a disruption (Scholten & Schilder, 2015:471). Many 
reactive strategies are similar to proactive ones, the key difference being that they are only put in place after the 
disruption has taken place. For example, reactive strategies include measures such as building logistics capabilities, 
contingency re-routing, creating redundancy, demand management and increasing visibility and collaboration. Some 
scholars, such as Chowdhury and Quaddus (2016:712), link redundancy to flexibility, thereby categorising is as a 
proactive strategy. 


Other scholars classify redundancy as a reactive strategy. Tukamuhabwa et al. (2017:488) align the different 
classifications by noting that redundant suppliers can be identified before a threat emerging, implying proactiveness. A 
review of the literature indicates that the classification of proactive versus reactive supply chain resilience strategies is 
not clear-cut in several instances. For instance, JUttner and Maklan (2011:254) place multi-carrier transportation under 
flexibility as a proactive strategy, while Colicchia, Dallari and Melacini (2010:680) classify multi-carrier transportation 
under reactive strategies. This may be due to the different contexts in which the studies were conducted. However, 
this also indicates how the interconnectedness and embeddedness of strategies and disruptions prevents a simple 
categorisation thereof. 
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Interconnectedness of disruptions, strategies and outcomes 


Interconnectedness refers to the linkages between disruptions, strategies and outcomes. Kim, Chen and 
Linderman (2015:49-59) demonstrated the non-linear relationship between disruptions, strategies and outcomes 
in supply chains and observed that because of this interconnectedness, mitigating strategies could inadvertently 
trigger other disruptions along the supply chain, a term they call, risk migration. Interdependency in the supply 
chain network means that a disruption in one organisation can negatively impact other organisations in the network 
(Pereira, Christopher & Lago Da Silva, 2014:626). Any failure of one organisation along the supply chain network can 
lead to failure of other organisations, and in some cases can lead to the whole supply chain closing (Hohenstein et 
al., 2015:90-99). 


Although some scholars consider SCRES strategies as independent, this study argues that the SCRES strategies 
are indeed related. The relationships between reactive strategies in SCRES during the global financial crisis are 
demonstrated in the work of Johnson, Elliott and Drake (2013:490). Their study found that relationships exist between 
SCRES strategies, such as flexibility, velocity, visibility and collaboration. Even though the strategies in the studies 
as mentioned above proved to be complementary, the risk of further disruptions may exist. This is because SCRES 
strategies adopted by organisations do not always produce outcomes that they desired. 


For instance, Soni, Jain & Kumar (2014:18) found that the strategy of collaboration can conflict with flexibility. 
This observation is critical in the current research because it demonstrates the need to systematically examine 
supply chain behaviour to formulate effective interventions that carry minimal risks. Gligor and Autry (2012:10-11) 
use the term embeddedness, to refer to the set of unique political, cultural and geographical aspects and differences 
that influence the resilience of the supply chains. Examples of cultural influences included corruption, strike action, 
dishonest suppliers and a reduced customer base and financial difficulties. Geographical factors include long 
distances from suppliers and limited access to ports and distribution nodes (Gligor & Autry 2012:41-55). The concept 
of embeddedness is employed in this study to provide the local contextual ‘interconnectedness’ which influences 
SCRES in the South African FMCG industry. 


METHODOLOGY 
Research Design 


A generic qualitative research design was employed for this study. A generic qualitative approach seeks to 
examine people’s experiences or beliefs pertaining to a certain phenomenon (Percy, Kostere & Kostere 2015:78). 
This research approach draws concepts and insight from data as opposed to using data to test a preconceived 
hypothesis (Taylor, Bogdan & DeVault, 2015:7). The generic qualitative approach was therefore employed as this was 
the most appropriate research technique for this study. 


Sampling 


The units of analysis for this study were supply chain practitioners in the South African FMCG industry. This study 
utilised purposive homogenous sampling to select organisations in the South African FMCG industry. According to 
Daniel (2011:100), a homogeneous sampling helps researchers to do meaningful data comparisons across data 
collected across organisations and is better suited for studies that require the participation of practitioners who 
are directly implicated by the topic being investigated. The selected participants in this study were middle to top 
management that works in the South African FMCG industry. The selection of middle to top management enabled 
the researcher to access critical information based on their experience and seniority within the organisation. Table 2 
below outlines the profiles of the participants involved in the study: 


Boddy (2016:426) states that in a qualitative study conducted in a single industry, country or a homogeneous 
population, a sample size of twelve interviews is deemed large and justifiable. Moreover, Mason (2010:20) stated that 
six to twelve in-depth interviews are appropriate in qualitative research to reach data saturation. The concept of data 
saturation refers to the point whereby further data collection yields little additional viewpoints, insights or information 
about the topic being investigated in the research (Hennink, Kaiser & Marconi 2017:591). Following scholars such 
as Guest and Prévost (2006:22-25) who indicated that data saturation begins to be seen at the intervals of six to 
twelve in-depth interviews, saturation point in this study was deemed to be reached during the ninth interview. Three 
additional interviews were conducted to ensure saturation after which the data collection was terminated as no new 
themes emerged. 
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TABLE 2 
PROFILE OF PARTICIPANTS 





Interview Duration 











Participants ID Job Title Organisation ID (minutes) 
P41 CEO 01 68min 
P2 Procurement Manager 02 35min 
P3 Managing Director 03 42min 
P4 Logistics Performance Improvement Manager 04 30min 
P5 FBH Transport Operations Manager 05 13min 
P6 Group Logistics Executive 06 18min 
P7 National Portfolio Manager 07 41min 
P8 Sustainability Manager 08 16min 
P9 Africa Zone Compliance Manager 08 23min 
P10 Planning Manager 10 17min 
P11 Account Manager 11 26min 
P12 Distribution Manager 12 23min 
Average interview duration: 30min 





Source: Authors own compilation 


Data collection 


Data collection for this study was conducted through twelve semi-structured interviews. This data collection method 
uses open-ended questions which allowed for a greater understanding of the participant’s perspective and reasoning 
(Taylor et al., 2015:10). The use of semi-structured interviews gave participants enough room to express themselves 
beyond the questions being asked (McIntosh & Morse, 2015:2). The literature review undertaken by the researchers 
formed the basis of the discussion guide that was developed for this study. The discussion guide was first pre-tested 
with a supply chain executive in the South African FMCG industry. After the pre-test, no significant changes were 
needed to be made to the discussion guide. During the interview, participants provided a signed consent form, and the 
researchers obtained verbal consent from the participants at the onset of the interviews to record each interview. After 
completion of the data collection, the researchers transcribed all interviews and ensured that they were in verbatim 
by reading over the transcripts while listening to the audio-recordings to check for any errors in the transcriptions. 


Data analysis 


Thematic analysis was used to guide the study. Thematic analysis is an approach that describes the method 
employed to identify, analyse and report themes within the data collected (Daniel, 2011:140). Thematic analysis 
was done in five phases, namely data familiarisation, generating initial codes, identifying themes, constructing 
thematic networks and integration and interpretation (Robinson, 2011:476). This research utilised a computer- 
assisted qualitative data analysis (CAQDAS) software package called Atlas.ti (version 8) to efficiently analyse the 
large amounts of data from the interviews. Atlas.ti is specifically developed to generate and manage codes as well as 
identify the relationship between codes and themes. Following this process, the researchers generated the codes in 
code groups to identify the main themes of the study. 


Trustworthiness 


The trustworthiness of the study is vested in the credibility, dependability, confirmability and transferability of the 
results (Gunawan, 2015:4). Credibility is concerned about the reality of the information obtained from the view of the 
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participants who provided data (Gunawan, 2015:4). Credibility was ensured by using purposeful sampling, using a well- 
established data collection method, and by ensuring that the data collected was analysed, interpreted and reported 
accurately and objectively. Dependability refers to the extent to which a study can be replicated (Given, 2008:209). 
To ensure dependability, the study outlined and utilised a well-documented research design and methodology. 
Confirmability refers to the extent to which the study’s findings can be corroborated by other researchers’ findings 
(Lichtman, 2013:386). The study ensured confirmability through ensuring that the findings accurately represented 
the perspectives of the participants (Lichtman, 2013:386). To ensure that data collected did not include the influence 
of the researchers and only reflected the true opinions of the participants (Polit & Beck, 2012:585), the recordings 
from the interview were transcribed in verbatim. Transferability ensures that the findings obtained from the study can 
provide meaningful lessons in other similar studies (Given, 2008:189). Transferability was achieved by providing a 
detailed description of the context in which the study was undertaken (Pilot & Beck, 2012:585). 


Ethical considerations 


Ethical clearance was granted by the relevant Research Ethics Committee of the University of Pretoria. All 
participants signed an informed consent form before commencing with the interview. The identity of the participants 
and the organisations which they represent were kept anonymous and confidential by using pseudonyms. 


FINDINGS 


Three main themes were identified and extracted from the data collected. These were: (1) Sources of disruptions, 
(2) SCRES strategies, (3) Interconnectedness. 


Theme 1 - Sources of disruptions 


Two sub-themes were identified under Theme 1, which in line with Hohenstein et al. (2015:90), are endogenous 
and exogenous disruptions. 


Endogenous Disruptions 


According to Durach et al. (2017:845), endogenous disruptions are threats that emerge from within the supply 
chain. Refer to Figure 1. 


All participants indicated that unions pose major threats to their functioning because workforce strikes emerge 
when negotiations with the unions fail. The following quotes support this: 


“The creation of labour unrest where management is not prepared to engage or just ignore employees leads 
them to go to a trade union, which then becomes a major issue...” (P1, CEO) 


“The only way you can deal with such things is to engage the union first, because the labour whether you like it 
or not, only works with unions present, they don’t trust management.” (P11, Account Manager) 


FIGURE 1 
ENDOGENOUS DISRUPTIONS 


Trade Unions 


Informations system failures 


Sub-themes 


Unskilled labour 


Number of participants 


Source: Authors own compilation 
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Workforce strikes, referrers to the partial or complete concerted denial to work. All participants stated that their 
organisations were affected by strikes arising from within the organisation. Refer to the explanatory quotes below: 


‘I’ve had strikes for weeks, people just didn’t come to work...” (P2, Groceries Supply Chain Executive) 


“Often, our customers are experiencing strikes at their locations, at their distribution centres and that also under 
pressured now and we can’t deliver.” (P4, Logistics Performance Improvement Manager) 


Systems refer to the technology implemented by business to run their day-to-day activities. Six participants stated 

that information system failures were one of their predominant threats. This is demonstrated in the following quotes: 

“Another one is technology because you have got your system flaws which creates major disruptions to your 
chain” (P6, Group Logistics Executive) 


“Issues that happened regarding our systems, we weren't able to invoice and that impacted the running of our 
actual system and day-to-day business...” (P10, Planning Manager) 


Unskilled labour refers to inadequate capacity and skills, or a mismatch between skills and job specifications. Four 
participants noted the threat emanating from the unskilled labour force. Refer to the quotes below: 
“A shortage of skilled labour, you would have a reduction in productivity. You also have a brain drain in key 
positions...” (P12, Distribution Manager) 


“Because if we leave it up to the stores to order the stock in the stock then goes through the roof because people 
at floor level are not educated or it is the wrong people in positions...” (P7, National Portfolio Manager) 


The findings are in line with those of Agigi et al. (2016:14) whose research findings of South African FMCG 
grocery manufacturers also found that trade unionism presents a unique challenge to organisations particularly during 
strike season when unions organise workplace strikes across different sectors. These findings also correspond with 
Scholten et al. (2014:212) which argued that strikes present a significant internal threat to supply chains. The findings 
agree with whole Marley et al. (2014:142) who highlighted that internal threat such as information systems failures 
negatively impact the supply chain network as a whole. These findings support Nel et al. (2018:4), that identified that 
the lack of skills and brain drain present significant threats to organisations in South Africa. 


Exogenous Disruptions 
External disruptions originate from outside the supply chain (Hohenstein et al., 2015:90). Refer to Figure 2. 


Bad weather conditions were found to be a significant threat. Nine participants indicated that bad weather conditions 
negatively impact their supply chains. Refer to the explanatory quote below: 


“Back to external factors we look at the weather, hail or all of a sudden, the maize crop isn’t in because there has 
been a drought of years...” (P7, National Portfolio Manager) 


FIGURE 2 
EXOGENOUS DISRUPTIONS 
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“The weather is also a big threat for us and that’s related to the ports. You know like the weather in Durban, quite 
often you will get like wind and issues at the port and then the port shut down because it’s not safe for them to 
operate.” (P4, Logistics Performance Improvement Manager) 


Economic instability refers to a volatile economic rate, leading to higher uncertainty about the future economic 
cycle (Choi & Kim, 2008:5). Seven participants indicated that economic conditions negatively affected their supply 
chains. Refer to the explanatory quotes below: 


“You can't control economic conditions. It’s not something that’s within your control...” (P8, Sustainability Manager) 


“The uncertain and unstable economic environment that we operate in makes it difficult to implement...” (P4, 
Logistics Performance Improvement Manager) 


South Africa continues to struggle with high crime rates, which have negative impacts on the country’s social and 
economic development. Six participants noted criminal acts such as hijackings and theft as posing severe threats to 
their supply chain. Refer to the quotes below: 

“.. Also, what is a big problem is hijacking and theft of our stocks so the trucks say we have got long country 


routes, or we’ve got trucks that’s got cash on them, there are always three trucks a day or a week that got hit by 
criminals...” (P3, Managing Director) 


“...Crime, riots, and hijacking those are external factors that will influence the store not getting the stock or getting 
half the stock delivered. Crime is both internal and external...” (P7, National Portfolio Manager) 


Infrastructure refers to assets such as buildings, vehicles, trucks and computers. Six participants indicated that 
infrastructure issues threatened their supply chain. This can be demonstrated by the explanatory quotes below: 


“If you don’t have trucks to supply your other depots and duties, essentially your supply chain is done...” (P10, 
Planning Manager) 


“If we start having issues where trucks start having a breakdown with our products on them, in the news, it’s going 
to have a negative effect on our company as a brand...” (P4, Logistics Performance Improvement Manager) 


Loadshedding has increasingly become a significant threat to organisations in South Africa as the power utility 
organisation Eskom struggles to meet the country’s growing power demand. Five participants noted that load shedding 
had cross-cutting negative impacts on their supply chains. Refer to the quotes below: 


“If you look at loadshedding for example. You cannot run your services if you have a refrigeration you may need 
to rent it somewhere else or buy generators” (P2, Grocery Supply Chain Executive) 


“We saw a few years ago that when we had loadshedding, our insurance premium the following year just shot 
high up...” (P2, Procurement Manager) 


These findings echo Scholten et al. (2014:212) who found that extreme weather conditions were in the top five 
exogenous threats to supply chains. These findings are in agreement with the study of Behdani (2013:10-13) which 
identified economic instability as an external threat faced by supply chains. Nel et al. (2018:7) also found that crime 
is one of the main inter-organisational threats faced by organisations in South Africa. These responses correspond 
with Steyn, Bean, King & Komba (2011:100) findings which highlighted that poor transportation infrastructure caused 
a negative impact, in particular trucks, on supply chain operations. 


Theme 2: SCRES strategies 


Scholars have categorised strategies for building SCRES into proactive and reactive strategies (Adobor & 
McMullen, 2018:1452). The sub-themes in Theme 2 transpired from the data analysis process. Refer to Figure 3. 
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FIGURE 3 
SCRES STRATEGIES 
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Proactive strategies are deployed before the emergence of a potential threat to reduce the impact of that threat 
(Ponomarov & Holcomb, 2009:124). Only four participants indicated that they were more proactive than reactive in 


their approach to SCRES. Refer to the explanatory quotes below: 


“The strategies that we employ working in conjunction with the manufacturer and supplier...” (P7, National 


Portfolio Manager) 


“We partner with vendors, with capable vendors that can give more responses in times of these crises...” (P4, 


Logistics Performance Improvement Manager) 


“You put in a proactive strategy which could be strictly deliver direct to stores, or hold enough inventory that your 


customer needs beforehand...” (P8, Sustainability manager) 


These findings support those of Duong and Chong (2020:2) who stated that collaboration between organisations, 
such as providing raw materials to each other, enables them to mitigate disruptions such as raw material shortages. 
These findings correspond with those of Adobor and McMullen (2018:1464) who stated that inventory management is 
an important proactive strategy and is the best way to buffer against disruptions that threaten an organisation’s ability 


to meet demand. 


Reactive Strategies 


Reactive strategies are utilised to respond to or help, the supply chain to recover from disruptions, or to achieve 
a better operational state than before the disruption (Scholten & Schilder, 2015:471). Eight participants responded to 


having a SCRES reactive strategy. Refer to the explanatory quotes below: 


“One strategy was flexibility, we focused more on the localisation of our raw materials to help quell the disruptions 


after they occurred” (P9, Zone Compliance Manager) 


“We need to come up with a contingency plan. We see how to get products to our customers despite strikes 


happening...” (P4, Logistics Performance Improvement Manager) 


“...80, we're doing that right now and then we’ve also put in place, contingencies, find another alternate supplier 


who can supply the same product.” (P2, Procurement Manager) 


These findings are in line with Colicchia et al. (2010:680), which noted that flexibility is a key strategy in reacting 
to disruptions after their occurrence. Additionally, the finding supports that of JUttner and Maklan (2011:254), that 
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stated that contingency plans allow organisations to identify vulnerable areas along the supply chain and to formulate 
contingency plans to mitigate possible disruptions before they occur. 


Theme 3: Interconnectedness 


The relationship between disruptions, strategies and outcomes is complex and not linear. Furthermore, the unique 
challenges embedded in the South African business environment add another dimension of interconnectedness 
between disruptions, strategies and outcomes. 


Figure 4: Interconnectedness 
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Interconnectedness between disruptions 


Ten participants noted that they perceive disruptions to their supply chain to be interconnected. The following 
quotes demonstrate the interconnectedness of South African disruptions to the FMCG industry: 
‘It is a bit difficult because what we’ve always found is that today’s solutions are tomorrow’s problem” (P3, 
Managing Director) 


“There is a loop and effect so the strikes happen, and our stock doesn’t move, we can’t meet demand with our 
customers or inventory...” (P4, Logistics Performance Improvement Manager) 


Interconnectedness between strategies 


Six participants noted the interconnectedness of strategies. Refer to the explanatory quote below: 


“We tried to find a better strategy to get our raw material from the current supplier in terms of selling them a 
business strategy, more of partnership, which failed because they weren’t looking at the bigger picture.” (P6, 
Group Logistics Executive) 


“We found an alternative supplier as a strategy, and they were local. They were only slightly more expensive, 
but they didn’t produce at the capacity we wanted, and our business suffered as a result.” (P2, Groceries Supply 
Chain Executive) 


The interconnectedness between strategies, disruptions and outcomes 


All participants agreed on the interconnectedness between disruptions, the strategies introduced to mitigate 
against them, and the resulting outcomes. However, some used this knowledge to deal proactively with the potential 
problem, while others adopted a reactive approach. The following quotes demonstrate this: 
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“You know that there is a possibility of a strike coming up, you put in a strategy beforehand, before the strike 
action. The outcome of that is you still have disruptions but don’t lose as much money as you would have if you 
had not put a strategic plan in place, so the three elements are definitely related.” (P4, Logistics Performance 
Improvement Manager) 


“You try to introduce new strategies, but supply partners don’t always like change, they will retaliate, some will be 
influenced by others factors and as a result, you will find that your production process suffers...” (P11, Account 
Manager) 


The findings corroborate the findings of Stevenson and Busby (2015:344), which also found that disruptions and 
strategies are interconnected. Moreover, the findings correspond with Tukamuhabwa et al. (2017:496), who noted the 
interconnectedness of disruptions due to one disruption triggering disruptions further along the supply chain. 


CONCLUSION 
Summary of findings 


This study contributes to SCRES literature by demonstrating how South African FMCG organisations perceive 
the interlinkages between the disruptions they face, the strategies they implement in response to those disruptions, 
and the outcomes of those interventions. The study also considers some of the unique embedded issues that impact 
South African SCRES strategies and outcomes. In doing so, it provides a deeper understanding of the context in which 
supply chains in the South African FMCG industry operate and the unique challenges they face. The first research 
question of this study was aimed at establishing what organisations in the South African FMCG industry perceive to 
be the predominant disruptions to their supply chains. The study found that disruptions to supply chains can arise 
from within the supply chain (endogenous disruptions) and from outside the supply chain (exogenous disruptions). 
The study found that the predominant endogenous disruptions were unions, workforce strikes, information system 
failures and unskilled labour. The predominant exogenous disruptions were weather conditions, economic instability, 
crime, infrastructure issues and loadshedding. 


The second research question was aimed at establishing the strategies adopted by supply chains to build 
resilience to disruptions. In line with the findings of Tukamuhabwa et al. (2017:486), the strategies employed by 
FMCG organisations in South Africa are either proactive or reactive strategies. Furthermore, the study found that in 
implementing strategies, most organisations in the South African FMCG industry apply reactive strategies rather than 
proactive strategies. This finding corroborates that of Simba et al. (2017), who found that South African companies 
tend to be reactive when dealing with supply chain threat. 


The third question was aimed at examining the extent to which organisations operating in the FMCG industry in 
South Africa understand the interconnectedness of disruptions, strategies and outcomes. Furthermore, the study 
found that the interconnectedness between disruptions, strategies and outcomes influences the way participants 
to respond to other disruptions to their supply chains. Moreover, such interconnectedness has led to organisations 
establishing more reactive strategies to respond to disruptions, for example, by establishing contingency plans, 
creating redundancy and through collaboration with different stakeholders in the supply chain. 


Managerial implications 


Findings of the study demonstrated that disruptions could happen unexpectedly. Hence, it is, therefore, advisable 
for managers to also implement proactive strategies such as supply chain risk management to better detect potential 
disruptions to their supply chains before they occur. Such an approach would enable supply chains to be prepared 
and to eliminate or minimise the impact of such disruptions. It is therefore vital for managers within this industry to 
consider the likelihood of occurrence of such disruptions when conducting their day-to-day operations. The study 
further established that strategies adopted by supply chains in mitigating disruptions might cause disruptions to 
other parts of the supply chains. Supply chain managers should, therefore, establish methods of preventing this from 
occurring. This could be achieved through establishing proactive contingency plans, increasing visibility and through 
collaborations with all stakeholders, including suppliers, across the supply chain. 
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LIMITATIONS AND FUTURE RESEARCH 


This research was conducted with organisations operating in the FMCG industry in South Africa. As such, the 
findings obtained may be limited and unique to the industry and country perspective. Other industries or developing 
country perspectives should also be investigated to provide further insights. Moreover, the study only examined the 
viewpoints of participants operating from middle to top management levels in FMCG supply chains. Future research 
could focus on a triadic approach in the FMCG industry to collect the perspectives of all stakeholders along the 
supply chain. Additionally, this study was a qualitative study. Future studies could employ a quantitative methodology 
and examine a larger scale of participants to assess the strength of the relationships between specific disruptions, 
resilience strategies and outcomes. This would enable more detailed findings and develop a holistic perspective from 
participants across the country to generalise the findings of this study. 
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ABSTRACT 


Customers’ behavioural intentions following a service failure is a major concern in the retail banking sector, especially 
given the fact that the cost of keeping an existing customer is much less than that of acquiring a new one. Service 
recovery is widely used as a strategy to please a customer after a service failure and yet literature focusing on service 











recovery ignores the role of overall satisfaction, and in this way, provides an incomplete explanation of the long-term 
impact of perceived justice on customers’ behavioural intentions. The current study strives to develop and test a 
service recovery model that explains the relationships among perceived justice, recovery satisfaction and overall 
customer satisfaction; and their effects on behavioural intentions for a retail bank in a developing economy. The 
study also seeks to examine the mediation roles of recovery satisfaction and overall satisfaction on the relationship 
between justice and behavioural intentions. To test the proposed model, data collected from 210 bank customers 
who recently experienced problems with their bank, were analysed using the partial least squares structural equation 
modelling (PLS-SEM). The results suggest that the influence of justice on behavioural intentions is mediated by 
recovery satisfaction and overall satisfaction in series. Thus, the results reveal that the inclusion of overall satisfaction 
in service recovery models increases their explanatory power. Furthermore, an exploration of the mechanisms that 
enable justice to influence behavioural intentions stands out as one of the few empirical attempts that can bridge the 
theoretical gap arising from paucity of studies in this area. The theoretical and practical implications are discussed. 


Keywords: Behavioural intentions, overall satisfaction, perceived justice, serial mediation, service recovery 
satisfaction, retail banking 











INTRODUCTION 


Prediction of the future behavioural intentions (Bls) of customers is critical for business survival in the financial 
services industry (Cronin, Brady & Hult, 2000; Petzer, De Meyer-Heydenrych & Svensson, 2017). From a marketing 
perspective, Bls refer to the likelihood of a customer to take specific favourable behavioural actions (repurchase 
and positive word-of-mouth (WOM) intentions) (Nadiri, 2016) or unfavourable behavioural intentions like switching 
to another supplier (Sdderlund & Colliander, 2015). The factors that lead to favourable future Bls arise from 
satisfaction of the customer while factors that lead to unfavourable Bls emanate from the customers’ dissatisfying 
service experiences (Oliver, 2015:6; Sheeran & Webb, 2016). As a result, organisations strive for total satisfaction 
of customers all the time to develop loyal customers for their survival. However, total satisfaction is sometimes not 
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achievable, especially in retail banking, because service failures are always inevitable (Nadiri, 2016) as they are in 
most retail service industries (Singh & Crisafulli, 2016). 


The occurrence of a service failure may lead to customer dissatisfaction and a decline in the customer’s confidence 
with the supplier, especially in the retail banking sector (Petzer et al., 2017). The different actions customers may 
take after experiencing a service failure include complaining to the supplier, spreading negative WOM (Choi & Choi, 
2014; Nadiri, 2016) or switching to an alternative supplier (Petzer et al., 2017). In general, there is a strong positive 
association between customer dissatisfaction and their switching intentions (Oliver, 2015:4). Switching intentions 
refers to the wishes of the customer to voluntarily stop buying from the current supplier in preference for another 
(Nadiri, 2016). Such actions of customers are not desirable given that the cost of retaining an existing customer is 
almost five times more than that of acquiring a new one (Reichheld & Sasser, 1990). Furthermore, retaining existing 
customers increases the profitability of an organisation (Reichheld & Sasser, 1990). The undesirable consequences 
of service failures compel service providers to have effective service recovery systems. Every occurrence of a service 
failure is a potential to lose some customers. It is from that view that researchers in the service recovery stream 
emphasise on the need to determine the customer’s future Bls, once a service failure occurs. 


Competition in the retail banking industry has become so intense that survival is leveraged mainly on customer 
retention (Petzer et al., 2017). The unavoidability of service failures means that organisations have to rely on service 
recovery to restore the satisfaction of customers. Service recovery refers to all the actions of a service provider 
to address the problem caused by service failure (Han et al., 2019; Harun et al., 2019). Both practitioners and 
researchers recognise the importance of customer’s satisfaction with service recovery solution (RecSat) for the 
formation of favourable Bls. However, other researchers (Jones & Suh, 2000; Maxham & Netemeyer, 2002; Kruger et 
al., 2015; Oliver 2015:6) hold the view that, while RecSat reflects the immediate emotional response of a customer to 
the service failure, it may not be sufficient to influence the long-term decision of customer to continue with or terminate 
the relationship with a supplier. The argument is that customers make their long-term loyalty decisions on the basis 
of their overall satisfaction with the supplier (OCS). Given this argument, the ultimate strategic goal of every retail 
banker should be to achieve OCS (Petzer et al., 2017; Harun et al., 2019). However, the frequent service failures that 
frustrate customers in this industry works against this goal (Kruger et al., 2015). 


It will be difficult to achieve OCS without an understanding of its antecedents in the context of service failures 
and service recovery. Researchers contend that when customers evaluate their overall satisfaction with a service 
provider, they also consider perceived justice (Zhao et al. 2012). Perceived justice is a subjective judgment about 
how consumers feel about their treatment by the supplier (Zhao et al., 2012). As a result, perceived justice has been 
used to evaluate the effectiveness of a recovery solution to a service failure (Choi & Choi, 2014) and OCS (Maxham 
& Netemeyer, 2002). Therefore, the outcome of service recovery evaluations may lead to overall satisfaction or 
dissatisfaction, which may trigger favourable or unfavourable behavioural intentions respectively (Smith et al., 1999; 
McCollough et al., 2000; Orsingher et al., 2010; Gelbrich & Roschk, 2011). 


Most of the service recovery researchers (Tax et al., 1998; Smith et al., 1999; McColl-Kennedy & Sparks, 2003; 
Matikiti et al., 2018; Petzer et al., 2017) who used perceived justice to evaluate service recovery, focused on RecSat 
as the target construct. Although this stream of studies has improved our understanding of the service recovery 
concept, they may have overlooked the long-term impact of perceived justice on the Bls of customers. The argument 
for this is that customers may be dissatisfied with a specific service encounter and yet still be satisfied with the overall 
performance of the supplier. 


Some authors (Blodgett et al., 1997; Tax et al., 1998; Smith et al., 1999; Maxham & Netemeyer, 2002; Matikiti 
et al., 2018; Han et al., 2019) have suggested that RecSat contributes to OCS, which in turn affects the Bls of the 
customer. Such an argument would suggest that the exclusion of OCS from Bls frameworks presented by previous 
researchers (McCollough et al., 2000; Nikbin et al., 2012) is a noteworthy concern as it limits the use of such models 
in the prediction of a customer’s long-term behavioural loyalty intentions. 


It is indeed ironic that BIs models based on service recovery ignore OCS in explaining the process by which 
perceived justice affects the future Bls of customers. We believe that including the OCS in the Bls model based 
on service recovery, will increase its explanatory power. Furthermore, empirical studies that have examined how 
perceived justice will affect RecSat, OCS and Bls simultaneously, are rare in literature. In order to bridge this gap, this 
study investigates the impact of perceived justice and service recovery on Bls and the explanatory roles of RecSat 
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and OCS in the context of service failure in the retail banking sector. Specifically, the objectives of this study were: 
1) to develop a service recovery Bls model that incorporates perceived justice, RecSat, OCS and 2) to examine the 
explanatory roles of RecSat and OCS in the relationship between perceived justice and Bls, using empirical data from 
customers of a retail bank who experienced a service failure problem. 


The rest of the paper is structured as follows: the next section provides literature reviews of the constructs under 
investigation, leading to the development of hypotheses and the conceptual framework for the study. That is followed 
by a description of the methods used to collect and analyse data, before presentation of results. Next, will be a 
discussion of the results, an outline of the implications and limitations of the research, and finally the conclusion. 


LITERATURE REVIEW, DEVELOPMENT OF HYPOSESES AND CONCEPTUAL 
FRAMEWORK 


The current study is underpinned by the Theory of Planned Behaviour (TPB) framework (Ajzen, 2016). According 
to this theory, Bls are the best predictors of actual behaviour. However, according to Choi and Choi (2014), the 
determinants of Bls are context-related and may be influenced by service failures. The way consumers’ feel about 
the fairness of a service recovery solution may cause them to terminate their relationship or continue with the same 
supplier. Perceived justice is measured using distributive (DJ), interactional (lJ) and procedural (PJ) justice (McColl- 
Kennedy & Sparks, 2003; Nikbin et al., 2010; Petzer et al., 2017). DJ refers to the customer’s concern about the 
magnitude of the compensation given by the supplier for the loss suffered due to a service failure. In addition, IJ refers 
to the perceptions of customers about the treatment they get from company employees during the service recovery 
process while PJ refers to the procedures used in the service recovery process (Orsingher et al., 2010; Abney et 
al., 2017; Petzer et al., 2017). While some researchers have studied the infleunces of these dimensions separately 
(Nikbin et al., 2012), others have studied their aggregated effects as the perceived justice construct (McCollough et 
al., 2000; Gelbrich & Roschk, 2011; Moliner-Velazquez et al., 2015). The conclusion by Gelbrich and Roschk’s (2011) 
meta-analysis on service recovery is that it does matter whether perceived justice is conceptualised as separate 
dimensions or the combined ones, the outcome will be the same. In this study, perceived justice was used to refer to 
the aggregate influence of its three dimensions. 


Researchers have used the Social Exchange and Equity theories (Roschk & Gelbrich, 2017) to explain how 
customers evaluate the fairness of a recovery process. The Social Exchange theory holds that parties in a social 
exchange will view their relationship as fair if it is balanced. A balanced social exchange is a situation whereby neither 
party gains over the other (Roschk & Gelbrich, 2014). From the marketing perspective, the Equity theory asserts 
that customers will perceive unfairness in a social exchange if the inputs to output ratios of the parties in a social 
exchange are not equal (Roschk & Gelbrich, 2017). Aservice failure automatically leads to an imbalance of the social 
exchange process because it deprives consumers of what they deserve in the social exchange process. Therefore, 
after experiencing a service failure, consumers will expect a restoration of equity (Blodgett et al., 1997; Matikiti et al., 
2018). Failure to restore equity may lead to unfavourable future Bls. 


Relationships among perceived justice, RecSat, OCS and BI 


The link between perceived justice and RecSat has been examined in different contexts. For example, perceived 
justice was used as a predictor of RecSat in the airline industry (Matikiti et al., 2019), restaurant industry (Zhao et al., 
2012), online shopping (Singh & Crisafulli, 2016; Abney et al., 2017), hospitality industry (Jeong & Lee, 2017; Tsao, 
2018) and in the banking industry (Li-hua, 2012; Nadiri, 2016; Petzer et al., 2017). In their meta-analysis on service 
recovery, Orsingher et al. (2010) and Gelbrich and Roschk (2011) reported that the dimensions of perceived justice 
had a direct influence on RecSat. This relationship was also confirmed by Prasongsukarn and Patterson (2012), 
Murphy et al. (2015), Hazee et al. (2017), and Han et al. (2019). In consideration of the aforementioned arguments, 
the following hypothesis was made: 


Hi: Justice will have a direct influence on the customer’s satisfaction with a service recovery process (RecSat). 


Complete consumer satisfaction is critical for customer loyalty but researchers (Jones & Sasser, 1995; Jones & 
Suh, 2000; Maxham & Netemeyer, 2002; Oliver, 2015:6) make a distinction between the influences of transaction- 
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specific satisfaction and OCS on Bls. Transaction-specific satisfaction refers to a customer’s satisfaction with a 
specific service encounter, whereas OCS refers to satisfaction with the overall performance of the service supplier 
(Jones & Suh, 2000). Since RecSat refers to satisfaction with a specific service recovery encounter, it is classified 
as a transaction-specific satisfaction construct. As such it is expected that perceived justice should have a stronger 
influence on RecSat than on OCS. However, only a few studies have investigated the differential influences of 
perceived justice on the two types of satisfaction in a single study involving service recovery. For example, Maxham 
and Netemeyer (2002), Homburg and Furst (2005) and Zhao et al. (2012) established a direct impact of the dimensions 
of perceived justice on RecSat and OCS. Based on these findings, the following was hypothesized: 


Hz: Perceived justice will have a direct influence on OCS in the context of service recovery 


Perceived justice has been recognised as an important influencer of the consumer’s Bls (Smith & Bolton, 1998; 
Tax et al., 1998; Nikbin et al., 2012). While Maxham (2001) contends that successful service recovery solutions 
lead to RecSat and favourable Bls, failed service recoveries may lead to unfavourable Bls (Quy & Lan, 2014; Quy, 
2015). Thus, the service recovery solution can either win back a customer or exacerbate the problem. Literature 
on consumer behaviour assumes that the post-buying Bls are a direct reflection of the consumers’ satisfaction or 
dissatisfaction with the previous exchange process (Roberts-Lombard & Parumasur, 2017). In that regard, the Bls of 
consumers, after a service failure, reflect consumers’ perceptions of the fairness of the recovery solution. 


The above views have empirical support from studies on service recovery literature. For instance, Davidow (2000) 
tested and reported that the dimensions of perceived justice had a positive influence on return intent and WOM. 
Similarly, Hocutt et al. (2006) conducted a field study and reported that the three dimensions of perceived justice 
jointly impacted on the consumer’s WOM. The experimental results from study 1 of Liao (2007) demonstrate that the 
dimensions of perceived justice had a positive impact on the consumer’s return intent. Several other studies have 
demonstrated the direct influence of perceived justice on Bls (Nikbin et al., 2012; Wen & Chi, 2013; Matikiti et al., 
2018). It is therefore logical to make the following hypothesis: 


Hs: Perceived justice will have a direct effect on the customers’ Bls in the context of retail banking service 
recovery. 


Relationships among RecSat, OCS and BI 


Studies on satisfaction (Jones & Suh, 2000) and service recovery (Maxham & Netemeyer, 2002) make a distinction 
between effects of transaction-specific and cumulative satisfaction (OCS) on Bls. This distinction is important in the 
understanding of the effects of RecSat on the future relationship intentions of the consumer. Oliver (2015) contends 
that transaction-specific satisfaction is an interim satisfaction, which would be aggregated to form OCS. In the context 
of this study, RecSat was classified as an interim satisfaction state of the onsumer. In their meta-analysis of several 
articles on service failure and recovery, Orsingher et al. (2010) as well as Gelbrich and Roschk (2011) found that 
RecSat had a direct influence on both OCS and Bls. Earlier studies in different contexts (Jones & Suh, 2000; Ambrose 
et al., 2007) also found that transaction-specific satisfaction had a direct influence on OCS and BIs. In their study, 
Maxham and Netemeyer (2002) reported that RecSat had a direct influence on OCS and Bis in the service recovery 
context. The same authors found that the influence of RecSat on WOM was stronger than that of OCS but OCS had 
a stronger influence on repurchase intentions than RecSat. More interestingly, these authors also found that even 
after experiencing a service failure, customers who were satisfied with the overall performance of the supplier (OCS) 
remained loyal to their supplier. Recently, Nadiri (2016) reported findings in which RecSat had a direct influence on 
WOM and repurchase Bls of bank customers in Dubai. Similar results of the direct influence of RecSat on Bls were 
reported by Petzer et al. (2017) in the retail banking sector in South Africa. Taken together, the above findings lead 
to the following hypotheses: 


Ha: RecSat will have a positive direct impact on OCS in the context of retail banking service recovery. 


Hs: RecSat will have a direct impact on Bls in the context of retail banking service recovery. 


The influence of RecSat and OCS on the Bls is not the same in every situation. For example, Maxham and 
Netemeyer (2002) found that customers considered OCS more important in the development of Bls than RecSat. 
Thus, drawing from the study by Maxham and Netemeyer (2002), it is hypothesised that: 


He: The direct impact of OCS on BI will be stronger than that of RecSat. 


Development of the conceptual framework for the study 


The hypothesised relationships (H1 to H6) among the variables (Perceived justice, RecSat, OCS and Bl) discussed 
in the preceding sections were summarised into a conceptual model for the study as shown in Figure 1. 


FIGURE 1 
CONCEPTUAL FRAMEWORK FOR THE STUDY 
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The independent variable is the perceived justice construct; RecSat and OCS are endogenous variables with Bl 
as the dependent variable. 


Prediction of nomological networks among the variables 


An examination of the relationships in the integrated conceptual framework for the study (Figure 1) suggests 
that there are a number of trivariate relationships. The model suggests that perceived justice has direct influence on 
RecSat, OCS and Bis. In line with the objective of the study, the model also suggests that the relationships between 
perceived justice and Bls will be mediated by RecSat and OCS in series and in parallel. We sought to examine these 
predicted nomological networks in the conceptual framework in attempt to explain the roles of RecSat and OCS in the 
relationship between perceived justice and Bls. This led to the following mediation relationships to be hypothesised: 


Hz: The relationship between perceived justice and OCS will be mediated by RecSat. 
Hs: RecSat and OCS will have a double mediation of the indirect relationship between perceived justice and Bls. 


Hs: The indirect relationship between perceived justice and Bls will be mediated by RecSat and OCS in series. 


The impact of perceived justice on behavioural intentions in retail banking 85 


METHODOLOGY 
Data collection, sample and procedures 


Data were collected from bank customers in Lesotho who had experienced a real-life service failure. In an attempt 
to upgrade its systems, the bank experienced a technical glitch, which led to serious mistakes on the depositors’ 
accounts. This problem led to a public outcry among the consumers. The affected bank is the biggest and most 
popular bank in the country, and has a network of branches across the country including in the surveyed community. A 
self-administered questionnaire was distributed to customers of the affected bank by dropping them at the participants’ 
places of resident and/or their work places and left for a week before a follow up to collect them was made. Before 
the questionnaire was dropped the respondents were asked if they were operating any account with a bank. Because 
there are only two popular banks operating in this part of the country, the questionnaire required participants to indicate 
their bank, and to relate their answers to the most recent service failure experienced. Out of the 350 questionnaires 
distributed, 229 were returned. Of the returned completed questionnaires, 220 (63 percent) were of the targeted bank 
of which only 210 (60 percent) were usable. The questionnaire had a cover note advising participants that the study 
was for academic purposes only and that their participation was entirely voluntary. 


The sample consisted of 115 females (54.76%) and 95 males (45.24%). The majority of the participants (183 or 
87.14%) were aged between 21 and 30 years. In addition, 175 (83.33%) of the participants had used the bank for 
less than 5 years, while 30 (14.29%) had used the bank for more than 5 years but less than 10 years. Only 5 (2.38%) 
had used the bank for more than 10 years. This shows that the participants were generally familiar with the bank 
they were evaluating. In terms of the monthly incomes, at the time of study, 13 (6.19%) earned between R15000 and 
R20000, 11 (5.24%) earned between R10000 and R15000, 21 (10%) earned between R5000 and R10000, while 165 
(75.57%) earned below R5000. 


Measures 


The items used to measure each construct were adapted from previous studies on similar topics but modified to 
suite the context of the study. Perceived justice was measured using nine indicators while each of the other variables 
was measured using three items per construct, on a seven point Likert scale, anchored by 1 = strongly disagree and 
7 = strongly agree. The statements of the indicators and the sources from which they were adapted are shown in 
Table 1. 


Data analysis and model evaluation 


The study used partial least square structural equation modelling (PLS-SEM) for data analysis. The evaluation 
of the model followed Hair et al.’s (2019) two stage model assessment in PLS-SEM. The first stage involved an 
assessment of the reliability and validity of the measurement (outer) model. The internal reliability of the model was 
assessed on the basis of indicator outer loadings, Cronbach’s alpha ‘a’, and the Composite reliability (CR) (Hair et 
al., 2019). The minimum threshold for indicator outer loadings, a and CR was 0.70 (Hair et al., 2019). Since all the 
constructs were of reflective nature, items with loadings below 0.70 (DJ3, IJ1, IJ3, PJ1, PJ3 and BI2) were dropped 
to improve the reliability of their constructs. 


The convergent validity of the model was assessed using the average variance extracted (AVE) of the constructs, 
while the discriminant validity was assessed on the basis of both the Fornell-Larker criterion (Hair et al., 2017) and 
the heterotrait-monotrait (HTMT) ratio of correlations (Henseler et al., 2015). The minimum threshold for AVE was 
0.50. For the Fornell-Larker criterion, the square root of each construct’s AVE should be higher than its correlations 
with other latent constructs (Hair et al., 2017). For HTMT discriminant validity, the ratio between two constructs must 
not exceed a maximum of 0.85 (Henseler et al., 2015). 


The structural (inner) model was assessed in the second stage using the statistical significance of the path (8) 
coefficients, the explanatory power (R?) and effect sizes (f?). Following Hair et al.’s (2017) suggestion, R? values of 0.75, 
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TABLE 1 
CONSTRUCT, ITEM DESCRIPTION AND THEIR SOURCES 

















Construct Item Item description Source 
Justice DJ1 The outcome | received was fair Prasongsukarn and Patterson (2012) 
DJ2 | got the outcome | deserved Petzer et al. (2017) 
DJ3 The compensation | received pleased me 
1J1 The bank showed concern to my problems Prasongsukarn and Patterson (2012) 
J2 The bank’s communication was very apologetic Petzer et al. (2017)) 
1J3 The employees treated me fairly 
PJ1 The bank was very flexible in dealing with the problem Smith et al.(1999 
PJ2 The bank followed the procedures | expected 
PJ3 The procedures of resolving the problem were fair to me 
Recovery satisfaction RSat1 | felt good about the way the problem was rectified Smith et al.(1999) 
(RecSat) RecSat2 | was happy with the way the bank addressed my problem Petzer et al. (2017)) 
RecSat3 The way the problem was resolved satisfied me 
Overall satisfaction GS1 | am generally satisfied with convenience provide by my bank Cronin et al. (2000) 
(OCS) GS2 Generally, | feel satisfied with the services offered by my bank 
GS3 Overall, | am satisfied with my bank 
Behavioural intentions Bls‘1 | intend to continue using my bank in the future Petzer et al. (2017)) 
(Bl) Bls2 | would highly recommend my bank to others 
Bls3 Even if | had a choice, | would not switch to another bank 





0.50 and 0.25 indicate a substantial, moderate and weak in-sample predictive accuracy of the model, respectively. 
Similarly, f2 values of 0.02, 0.15, and 0.35 indicate small, medium and large effect size respectively (Hair et al., 2017). 
The mediation effects were analysed using the results of bootstrapping procedure (Nitzl et al., 2016). The sample was 
bootstrapped 5 000 times and the bootstrap reports were analysed using the total effects, the total indirect effects and 
specific indirect effects (Nitzl et al., 2016; Hair et al., 2019). 


Although the fitness of the model to empirical data was also evaluated in this study, it should be noted that model 
fit in the context of PLS-SEM does not necessarily carry the same connotations implied in the context of covariance- 
based structural equation modelling (CB-SEM). In PLS-SEM, testing for model fit is not popular but of late, Henseler 
et al., (2016) has recommended that model fit in PLS-SEM can be conducted on the basis of the standardised root 
mean square residual (SRMR). An SRMR value of zero indicates a perfect fit and the maximum acceptable SRMR 
value is 0.080. 


RESULTS 
Assessment of the measurement model 


The results of the internal reliability and validity assessments are shown in Tables 2 to 4. As shown in Table 2, 
the outer loadings of all the indicators were above 0.70, ranging from 0.724 to 0.914. All the indicator loadings were 
statistically significant (two-tailed t-values were above 2.58; p $ 0.01), ranging from 13.583 to 102.405, indicating high 
internal reliability of the items on the constructs they measure. Generally, the constructs’ Cronbach alphas (a) and 
CR of all the constructs were above the 0.70 minimum cut-off point (Hair et al., 2017). Even though a for BI (0.673) 
was below 0.70, the item was retained in the model to ensure the content validity of the construct and also because 
its CR (0.859) and AVE (0.753) were above the minimum levels acceptable (Henseler et al., 2016; Hair et al., 2017). 
The convergent validity (AVE), shown in Table 2, reveal that the AVE values for all the constructs were above 0.50 
(Henseler et al., 2015), ranging from 0.601 to 0.753. 
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TABLE 2 
CONSTRUCT RELIABILITY AND VALIDITY ASSESSMENT RESULTS 





Cronbach Alpha Composite 














Item Outer loadings __ t-statistic P values Construct (0) Reliability AVE 
Bit 0.857 27.654 0.000 Bl 0.673 0.859 0.753 
BI3 0.879 29.584 0.000 
DJ1 0.868 50.938 0.000 JUST 0.779 0.857 0.601 
DJ2 0.755 18.335 0.000 
1J2 0.724 13.583 0.000 
PJ2 0.748 16.965 0.000 
OCS1 0.728 15.370 0.000 Ocs 0.793 0.878 0.708 
OCS 2 0.871 37.067 0.000 
OCS 3 0.914 102.405 0.000 
RecSat1 0.855 40.962 0.000 RecsSat 0.798 0.881 0.713 
RecSat 2 0.899 62.044 0.000 
RecSat 3 0.775 20.381 0.000 





Note: Significance means p<0.05 


Assessment of discriminant validity 


The results of the Fornell-Larker criterion method of discriminant validity assessment are shown in Table 3 while 
Table 4 displays the HTMT ratios for assessing discriminant validity. 


TABLE 3 
FORNELL-LARKER CRITERION 








Bls Justice Ocs RecSat 
Bls 0.868 
Justice 0.405 0.776 
OCS 0.588 0.547 0.841 
RecSat 0.448 0.671 0.607 0.844 





As shown in Table 3, the square root of AVE (diagonal values) were higher than the inter-construct correlations, 
which indicates a sufficient discriminant validity of the variables. However, according to Hair et al. (2017) and Henseler 
et al. (2015), the Fornell-Larker criterion sometimes performs poorly in the assessment of discriminant validity when 
construct indicator loadings vary marginally. As a result, the more robust HTMT method was employed to assess the 
discriminant validity of the constructs. The results of the HTMT discriminant validity are shown in Table 4. 


TABLE 4 
HTMT RATIOS OF CONSTRUCT CORRELATIONS 








Bls Justice ocs RecSat 
Bls 
Justice 0.544 
ocs 0.784 0.666 


RecSat 0.607 0.835 0.733 
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As shown in Table 4, all the HTMT ratios of correlations were below 0.85 (Henseler et al., 2015; Henseler et al., 
2016), ranging from 0.544 to 0.835. On the basis of this criterion, it was concluded that the constructs used in the 
study demonstrated sufficient discriminant validity. Taken together, the findings reported in Tables 2, 3 and 4 show 
that the outer model had adequate internal reliability, convergent and discriminant validity respectively, to warrant the 
assessment of the structural model (Hair et al., 2017). 


Assessment of the structural model and hypotheses testing 


The structural model was assessed using R?, the significance of path coefficients (8 values) and the effect sizes 
(f?). The results of the R? assessment are presented in Figure 2, while the statistical significances of structural paths 
(B-values) are shown in Table 5. The results for effect size (f?) are shown in Table 6. 


FIGURE 2 
STRUCTURAL PATH COEFFICIENTS AND R2 
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Notes: BI= behavioural intentions; OCS =overall customer satisfaction and RecSat=_ service recovery satisfaction. 


According to Hair et al., (2017), R? values indicate the in-sample predictive accuracy of the model. As shown in 
Figure 2, the in-sample predictive accuracy of the model was moderate, as the R? value for the target construct (Bl) 
was only 36.1% (Hair et al., 2017). The results also revealed that perceived justice and RecSat jointly explained 
40.4% of the variance in OCS, while perceived justice e explained 45.1% of the variance in RecSat. The R? values 
were considered acceptable given that the number of variables in the model were few. The path coefficients for 
structural relationships in Figure 2 revealed that perceived justice had the strongest influence on RecSat (6 = 0.671, 
p < 0.01) while its direct effects on OCS (8 = 0.253, p < 0.01), and on BI (8 = 0.068, p = 0.442), were considered 
to be moderate and insignificant, respectively. Similarly, RecSat had a strong positive influence on OCS (f = 0.437, 
p < 0.01) but its direct influence on BI on Table 5, was statistically insignificant (8 = 0.107, t= 1.183, p = 0.237). As 
expected, the direct influence of OCS on BI was relatively large and statistically significant (B = 0.486, t= 6.528, p = 
0.000). 


Hypotheses testing 


The evaluation of the statistical significance of the direct structural relationships in Figure 2 involved the 
bootstrapping of the sample 5000 times to get the t-values, p-values and the bias-corrected bootstrap confidence 
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intervals (Cl). Although the reports of statistical significances of the structural paths in the tables show the t-values, 
p-values and Cl values, only the t-values and p-values were reported in the text. The results of the bootstrapping 
procedure for the structural relationships and their statistical significance are shown in Table 5. 


TABLE 5 
B-VALUES AND HYPOTHESES AND STRUCTURAL PATH TESTING 





Confidence Interval 





Hypothesis Relationship path — Path coefficient t-value p-value bias corrected em 
2.5% 97.5% 
H1 Justice -> RecSat 0.671 13.266 0.000 0.561 0.753 Supported 
H2 Justice -> OCS 0.253 3.336 0.001 0.095 0.386 Supported 
H3 Justice -> Bls 0.068 0.769 0.442 -0.103 0.229 Rejected 
H4 RecSat -> OCS 0.437 6.088 0.000 0.284 0.561 Supported 
Hd RecSat -> Bls 0.107 1.183 0.237 -0.072 0.272 Rejected 
H6 OCS -> Bls 0.486 6.528 0.000 0.340 0.612 Supported 





Note: Significance means p < 0.05 and confidence interval (Cl) must not cross or include zero. 


The directional hypotheses H1, H2, and H3 predicted that perceived justice would have a positive impact on 
RecSat, OCS and BI respectively (see Figure 1). As shown in Table 5, the Justice -> RecSat and Justice-> OCS direct 
relationships were significant (6 = 0.671, t=13.266; p=0.0000, and B = 0.253, t=13.266; p=0.000, respectively). Thus, 
H1 and H2 were supported. On the contrary, the directional path Justice -> BI was not significant (8 = 0.068, t=0.769; 
p =0.442), thus, H3 was rejected. The directional paths H4 and H5 predicted that RecSat would have a direct positive 
influence on OCS and BI, respectively. Table 5 reveals that the RecSat -> OCS directional path was significant (B = 
0.437, t=6.088; p=0.000), thus, H4 was accepted. However, the RecSat -> BI directional path was not significant (B 
= 0.107, t = 1.183; p = 0.237), thus H5 was rejected. Overall, customer satisfaction (OCS) was predicted to have a 
direct positive influence on BI (H6). The findings reported in Table 5 show that the OCS -> BI directional path was 
significant (B = 0.486, t= 6.528; p=0.000), and thus, H6 was also supported. 


Assessment of effects size (f?) 


In addition to the evaluation of the foregoing structural relationships, the relative contributions of the exogenous 
variables on the R? of the endogenous variables were assessed on the basis of their effect sizes (f?) (Hair et al., 2017). 
The results are shown in Table 6. 


TABLE 6 
RESULTS OF F-SQUARE 








Bls Justice ocs RecSat 
Bls 
Justice 0.004 0.059 0.820 
ocs 0.221 
RecSat 0.008 0.176 





By employing Hair et al.’s (2017) criteria for assessing effect sizes (f?), the results in Table 6 reveal that the effect 
size of perceived justice on BI (0.004) was insignificant while its effect size on OCS was weak (0.059). In contrast, 
the effect size of perceived justice on RecSat (0.820) was very large. The effect size of RecSat on BI (0.008) was not 
significant while the effect size of OCS on BI (0.221) was very large. The effect size of RecSat on OCS (0.176) was 
moderate. In summary, these results show that only the effect size of OCS on BI was quite pronounced but the effect 
sizes of perceived justice and RecSat were only important for influencing OCS. 
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Mediation effects of RecSat and OCS on the relationship between Justice and BI 


In line with the second objective of the study, the mediating effects of RecSat and OCS on the relationship between 
perceived justice and BI were assessed. The directional hypothesis H7 predicted that the relationship between 
perceived justice and BI would be mediated by RecSat. Hypothesis H8 predictied a parallel mediation in which the 
relationship between perceived justice and BI would be mediated by RecSat and OCS in parallel. Hypothesis H9 
predicted a successive mediation in which the relationship between perceived justice and BI would be mediated by 
RecSat and OCS in series. Using the approaches of Zhao et al. (2010) and Nitzl et al. (2016), the results of the total 
indirect effects, specific indirect effects and total effects in Table 7, were analysed to determine the type of mediation 
of these constructs. 


Total effects 


TABLE 7 
TOTAL EFFECTS 





95% Confidence Interval bias 


Original Sample SampleMean Standard Devia- _ t- Statistics (|O/ corrected (Cl) 








Relationship (0) (M) tion (STDEV) STDEV)) p-values rm ores, 
Justice -> Bls 0.405 0.415 0.059 6.854 0.000 0.292 0.506 
Justice -> OCS 0.547 0.551 0.050 10.921 0.000 0.424 0.631 
Justice -> RecSat 0.671 0.675 0.051 13.266 0.000 0.561 0.753 
OCS -> Bis 0.486 0.491 0.074 6.528 0.000 0.340 0.612 
RecSat -> Bls 0.319 0.310 0.095 3.349 0.001 0.126 0.490 
RecSat -> OCS 0.437 0.437 0.072 6.088 0.000 0.284 0.501 





Notes: Significance means p<0.05 and Confidence interval must not cross or include zero 


The total effect of perceived justice on BI (B=0.405, t= 6.854, p= 0.000), OCS (B=0.547, t= 10.921, p= 0.000) 
and RecSat (B=0.671, t= 13.266, p= 0.000), were all statistically significant. Similarly, the total effect of OCS on 
BI (B=0.486, t= 6.528, p= 0.000), that of RecSat on BI (B=0.319, t= 3.349, p= 0.0001) and that of RecSat on OCS 
(B=437, t= 6.088, p= 0.000) were also significant. In a way, these results indicate that including OCS in the BI model 
involving service recovery and perceived justice, was important. 


To determine the differential influences of predictor variables on BI, we examined the total indirect effects and the 
specific indirect effects from the full report of bootstrapping. The results of the total indirect effects are shown in Table 8. 


TABLE 8 
TOTAL INDIRECT EFFECTS 





95% Confidence Interval bias corrected 








Relationship ahaa aaa aera iceTbev) P values (Cl) 

2.5% 97.5% 
Justice -> Bls 0.337 0.069 4.910 0.000 0.201 0.466 
Justice -> OCS 0.293 0.054 5.442 0.000 0.196 0.399 
Justice -> RecSat 
OCS -> Bis 
RecSat->Bls 0.212 0.048 4.453 0.000 0.125 0.301 
RecSat->OCS 





Notes: Significance means p<0.05 and Confidence interval must not cross or include zero 
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As shown in Table 8, the total indirect effect of perceived justice on BI (6 = 0.337, t= 4.910, p= 0.000) was 
significant. In a similar vein the total indirect effect of perceived justice on OCS (8 =0.293, t=5.442, p=0.000) was 
also significant. Similarly, the total indirect effect of RecSat on BI (6 = 0.212, t=4.453; p=0.000) was also significant. 
The conceptual framework in Figure 1, predicted that perceived justice would affect BI through three possible indirect 
structural paths: 1) the Justice -> OCS -> BI; 2) the Justice -> RecSat -> OCS -> BI and 3) the Justice -> RecSat 
-> BI. As the RecSat->BI structural path in Table 5 (H5) was insignificant, it was concluded that the indirect effect 
of perceived justice on Bls occurred through the other two indirect relationships (Justice -> OCS -> BI and Justice 
-> RecSat -> OCS -> Bl). As a result, H8, which predicted that both RecSat and OCS would doubly mediate the 
indirect relationship between perceived justice and BI, was not supported. The specific contributions and statistical 
significance of these two indirect effects were also examined from the full bootstrapping report. Table 9 shows the 
results of the specific indirect effects and their statistical significances. 


TABLE 9 
SPECIFIC INDIRECT EFFECTS 








: ; Original Sample Suanderd t- Statistics le eas 
Relationship (0) Deviation ((O/STDEV)) p-values corrected (Cl) 
(STDEV) 2.5% 97.5% 
Justice -> OCS -> Bl 0.123 0.041 3.021 0.003 0.044 0.202 
RecSat -> OCS -> BI 0.212 0.048 4.453 0.000 0.125 0.301 
Justice -> RecSat -> OCS -> BI 0.143 0.034 4.190 0.000 0.086 0.213 
Justice -> RecSat -> Bl 0.072 0.060 1.197 0.232 -0.045 0.176 
Justice -> RecSat -> OCS 0.293 0.054 5.442 0.000 0.196 0.399 





Notes: Significance means p<0.05 and Confidence interval does not cross zero 


It was interesting to note that two of the specific indirect effects of perceived justice on BI shown in Table 9, were 
statistically significant but the Justice -> RecSat -> BI path was not (t=1.197; p=0.232). However, both the Justice -> 
RecSat (t=13.266; p=0.000) and Justice -> OCS (t=3.336; p=0.001) direct paths reported on Table 5 were significant. 
As reported earlier, the total effect of perceived justice on OCS (t=10.921; p=0.000) shown on Table 7, was significant. 
Since the total indirect effect of perceived justice on OCS reported on Table 8 was significant, it was concluded 
that H7, which predicted that RecSat partially mediated the Justice->CS relationship was supported. This is also 
confirmed by the confidence intervals (Cl) of the indirect effects that do not cross zero (Cls: 0.196, 0.399). 


The observation that the RecSat -> OCS -> BI specific indirect relationship in Table 9 was significant (t=4.453; 
p=0.000) and yet the RecSat ->BI direct relationship reported in Table 5 was insignificant, led to the conclusion that 
the relationship between RecSat and BI was fully mediated by OCS. Thus, H9, which predicted that RecSat and OCS 
in series meditate the relationship between perceived justice and BI, was confirmed. This was also confirmed by the 
confidence intervals of the indirect effects that do not cross zero (Cls: 0.086, 0.213). The results of the direct and 
indirect relationships led to the reconceptualisation of the theoretical relationships in Figure 1 as shown in Figure 3. 


FIGURE 3 
FINAL PROPOSED MODEL 
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The path coefficients in Figure 3 suggest that, although both indirect paths were significant, the sequential path 
Justice -> RecSat -> OCS -> BI was stronger than the Justice -> OCS -> BI path. The SRMR value for the model fit in 
Figure 3 was 0.079, just below the 0.080. However, it was slightly better than the SRMR value (0.083) for the model 
fit of Figure 2. In the context of this study, and based on these results, it was inferred that RecSat and OCS mediated 
the relationship between perceived justice and Bls in series. 


DISCUSSION 


The first objective of this study was to develop a conceptual model that explains how perceived justice influences 
Bls in situations involving service recovery and validate it using empirical data. The second objective was to examine 
the mediating roles of RecSat and OCS on the relationship between perceived justice and BI. Overall, the findings 
revealed that there is no direct effect of perceived justice on BI, but that perceived justice affects BI through the 
serial mediation of RecSat and OCS. These findings suggest that the recovery actions of a retail bank do not only 
end with RecSat, but rather, will have consequences on the customer’s overall satisfaction (OCS) and BI decisions. 
This explanation is supported by the significant serial mediation of the RecSat and OCS on the relationship between 
perceived justice and BI. From a practical stand point, these findings suggest that customers, who perceive the 
recovery process as fair, are likely to show higher levels of satisfaction with recovery, which will in turn positively 
influence their overall satisfaction and Bls. 


The insignificant direct path between perceived justice and BI is surprising as it shows a divergence from the 
previous findings (Liao, 2007; Orsingher et al., 2010; Gelbrich & Roschk, 2011; Nikbin et al., 2012), in which perceived 
justice was reported to have a positive influence on Bls. However, a plausible explanation for this divergence could 
possibly be due to the exclusion of both RecSat and OCS in the investigation of the influence of perceived justice on 
Bls. As such, the findings from the previous studies could have been reflecting of the total effect of perceived justice 
on Bls. Therefore, the findings of this study expand our understanding of the mechanism by which perceived justice 
would influence Bls through RecSat and OCS. 


The fact that the effect of perceived justice on BI is mediated by RecSat and OCS in series, supports the earlier 
argument made in this study that, focusing on RecSat as the ultimate measure of the extent to which consumers 
evaluate their fair treatment in the service recovery, may provide insufficient information about the long-term 
behavioural consequences of the provider’s recovery actions. Customers usually become tense during a service 
failure and indeed, the recovery actions should be targeted at lowering these tensions and restoring satisfaction 
(RecSat). However, as the findings suggest, retail bankers must be cognisant of the ripple effects of their recovery 
actions on OCS and BI. The mediation results would suggest that every service failure has the potential to lower 
the overall performance rating of the organisation (OCS), if the recovery process is not handled well. The findings 
are supported by theoretical explanations in that when customers perceive fairness in the way a service failure is 
resolved, they become happy and are likely to tell others about their positive experience of the service recovery 
(Singh & Crisafulli, 2016). 


Also surprising was the observation that the direct link between RecSat and BI was not significant, as it contradicts 
Petzer et al.’s (2017) findings in a similar context. While the explanation for this observation may not be obvious, the 
results may be linked to the work of Maxham and Netemeyer (2002), who reported that OCS had a stronger influence 
on repatronage intentions than RecSat. Given that literature suggests that RecSat is a transaction-specific satisfaction 
(Jones & Suh, 2000), it may then not be surprising that when the influence of both transaction-specific and overall 
satisfaction on BI are considered simultaneously, OCS will overshadow the effect of RecSat (Davidow, 2000). These 
results are in line with Cronin et al. (2000), who reported that overall firm satisfaction was reported to be the strongest 
predictor of BI. However, this does not make the effects of perceived justice and RecSat on BI redundant. As shown 
in this this study, both perceived justice and RecSat are dominant predictors of OCS in situations where service 
failure and recovery are involved. Instead, the findings of serial mediation underscore the importance of the recovery 
actions influencing the BI of the customer. The message to retail bankers is that the behaviours of consumers, after 
experiencing a service failure and recovery, are affected by how these consumers feel about the treatment received 
from the bank employees. Such an explanation finds support in the valence-based theory (Zeelenberg & Pieters, 
2004), which holds that perceptions of injustice lead to customer dissatisfaction with a service recovery, which in 
turn may influence a customer’s future purchase decision-making. In contrast, perceptions of fairness should lead to 
favourable Bls like repurchase intent. Finally, the results also support previous empirical studies, which report that 
perceived justice has a direct impact on both RecSat (Zhao et al., 2012; Matikiti et al., 2018) and OCS (Maxham & 
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Netemeyer, 2002; Nadiri, 2016). 


One of the important findings of this study was that the impact of perceived justice on RecSat was more than double 
its impact on OCS. This can be explained by the fact that feelings of disappointment arise from a customer’s appraisal 
of a specific service failure. However, although the primary goal of the service provider should therefore be to address 
the specific failure that has caused the customer to be dissatisfied, RecSat alone will not be sufficient to explain the 
specific behaviours that customers are likely to take after a service failure and recovery. Another perspective is that 
the occurrence of a failure results in customers’ loss of confidence with the bank. However, the bank’s credibility may 
be restored if the failure is followed by a successful service recovery. Therefore, RecSat may positively influence 
OCS through restoration of the bank’s credibility in the customer’s mind. This shows the importance of training 
service employees, as they are primarily responsible for fair treatment of customers. The finding that OCS was a key 
predictor of Bls suggests that customers will invoke the law of reciprocity norm (Oliver, 2015:8; Singh & Crisafulli, 
2016) when they are faced with a service failure and recovery. According to this law, customers who are satisfied with 
the overall performance of a bank will feel obligated to reciprocate the bank’s efforts by continuing their relationship 
with the bank. This implies that in order to survive competition, retail bankers should focus their resources on the 
satisfaction of the customer through credible and effective recovery processes. 


IMPLICATIONS 
Managerial 


The findings in this study have a number of managerial implications. First, the mediating roles of RecSat and OCS 
reveal the consequences of implementing an acceptable recovery solution to the business. This kind of information 
is important for decisions on the deployment of resources for service recovery actions. Second, the effects of the 
impact of perceived justice on BI through RecSat and OCS shows managers the cascading impact of the actions 
of their employees on consumer behaviour. Such knowledge clearly shows managers the need for properly training 
their employees on how to handle customers when there is a service failure. Third, knowledge of the importance of 
relationships between perceived justice, RecSat and OCS, as determinants of customers’ future intentions, should 
remind managers that customers are mindful of the fairness with which they were treated during a service recovery. 
Since customers consider their recovery experience when making repurchase decisions, the negative consequences 
of perceived justice on Bls can be mitigated by quickly responding to the failure, apologising, explaining the cause of 
failure in a polite way, and offering an acceptable compensation for the loss. 


Theoretical implications 


The major theoretical contribution of this study emanates from the mediation analysis. The study’s results 
expanded the current understanding and models offered to explain the influence of perceived justice on BI. To the 
best knowledge of the authors of this paper, such explanations have not been provided before in the context of retail 
banking. The serial mediation results provide a new dimension of explaining the chain effects of perceived justice 
on BI, which is a novel contribution to the service recovery literature. Finally, the cascading influence of perceived 
justice on BI, provide a new dimension of how researchers could develop more comprehensive models incorporating 
multiple factors to predict BI. 


LIMITATIONS AND FUTURE RESEARCH 


Two limitations were identified in this study. First, the data collected was from one retail bank and while this was 
necessary because the focus of the study was for a bank, which had experienced a recent service failure, future 
research could go beyond this by conducting similar studies in different industries. Second, convenience sampling was 
used to collect data, which restricts the generalisation of findings to the sampled population and to the retail banking 
sector in the country. Future studies may replicate the current study using random sampling procedures across a 
broader population to increase the generalisability of results. However, as shown by several implications for theory and 
practice, these limitations do not nullify the findings of this study. 
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CONCLUSION 


The objectives of this study were twofold: 1) to develop a conceptual model that explains the mechanism by which 
perceived justice influences Bls in situations involving service recovery and validate it using empirical data and 2) 
to examine the mediating roles of RecSat and OCS on the relationship between perceived justice and Bls. Overall, 
the results support a model in which perceived justice affects Bls through the serial mediation of RecSat followed by 
OCS. These findings support the contention that OCS is the dominant predictor of Bls even in situations involving 
service failure and recovery. As such, for Bls models to have higher explanatory power, they need to include OCS as 
part of the predictor variables. More importantly, the results provide evidence that consumers take into account the 
fairness of the service recovery solutions when evaluating the overall performance of the firm. This is a significant 
contribution given the paucity of studies in literature providing such an explanatory mechanism. We hope that this 
research will encourage other scholars to extend this study by incorporating more factors to increase the explanatory 
power of the model. 
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ABSTRACT 





Contemporary literature challenges use of American and European based consumer decision-making styles 
(CDMS) inventories to African developing economies. Several reasons contribute to such criticism which include 
different contexts of research, unique cultures and customs, evolution of generations and macro-economic changes. 
Likewise, this study challenges the conventional styles inventory by Sproles and Kendall and develops a more 
suitable one for a South African context. The aim of this study is to develop a suitable consumer decision-making 
styles (CDMS) inventory of South African millennials in their purchasing of clothing items. Moreover, the study intends 
to determine additional dimensions to the traditional CDMS inventory by Sproles and Kendall to one that is reflective 
of a multi-cultural society in South Africa. A total of 320 South African millennials successfully participated in this 
study’s quantitative survey. Convenience non-probability sampling was employed in selecting participants. Reliability 
statistics were utilised in testing the reliability of the study’s measuring tool. Data was analysed through descriptive 
statistics and inferential statistics were used in interpreting data. The empirical findings of this study confirmed an 
eight-factor consumer styles inventory characteristic of South African Generation Y consumers. These were value 
consciousness, indifferent price consciousness, confused by over-choice decision making style, high quality fashion 
consciousness, recreational consciousness, brand consciousness, creative-variety seeking decision making styles 
and habitual buying. The study identifies some unique dimensions and reflective of a multicultural society in South 
Africa which are indifferent price consciousness, high quality fashion consciousness and creative-variety seeking 
decision making style. 


Keywords: Consumer Styles Inventory (CSI), Consumer decision-making styles (CDMS), Generation Y, 
millennials and South Africa (SA) 











INTRODUCTION 


Literature dictates the significance of understanding behaviour of consumers to ensure effective marketing 
strategies (Mafini et al., 2014:2). The Consumer Styles Inventory (C.S.I) is a renowned model applied by researchers 
in determining consumer decision-making styles. The CSI has been developed and empirically proven in US based 
samples as well as the major part of the European Union (EU) (Darden and Reynolds 1971; Sproles and Kendall 
1986; Hafstrom, Chae and Chung 1992; Lysonski, Durvasula and Zotos 1996; Mitchell and Walsh 2004). Recently, 
a couple of empirical efforts based on the same inventory by Sproles and Kendall were conducted in New Zealand 
(Lysonski and Durvasula 2013); China (Baoku, Cuixia and Weimin 2010); Singapore (Bae, Pyun and Lee 2011); USA 
(Hahn and Ma 2011); Czech Republic (Bandara 2014). However, these studies were limited to developed countries 
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particularly in the US and EU zones and overlooked developing economies in Africa. 


With the CSI model developed and empirically tested in US samples, literature argues the generalisability of such 
data to less developed economies (Durvasula and Lysonski 2013:75). The empirical research on the applicability 
of the CSI model to developing economies particularly in an African context is lacking and requires introspection 
(Mafini et al., 2014:3). Moreover, early researchers are advocates of the idea that decision-making styles vary across 
cultures and are subject to change in a dynamic environment; necessitating continuous introspection on this subject 
matter (Walsh and Mitchell 2010:838). 


Modern literature advocates the existence of macro-environmental changes that pose concomitant, unique 
changes in patterns of consumer behaviour (Potgieter, Wiese and Strasheism 2013:11). However, academic studies 
on shopping styles in an African context have generally been lacking despite possible generational evolution. 
Accordingly, an introspection is required to provide marketers with insight on current South African decision-making 
styles that facilitate development of strategic marketing plans (Mafini et al., 2014:3). 


PURPOSE/OBJECTIVES OF THE STUDY 


Based on the afore-mentioned contentions for conducting this study, the aim of the study is to develop a suitable 
consumer decision-making styles inventory (CDMS) of South African millennials in their purchasing of clothing items. 
Moreover, the study intends to determine additional dimensions to the traditional CSI reflective of a multi-cultural 
society. 


LITERATURE REVIEW 
Consumer styles inventory 


According to Sproles and Kendall (1986:267) a consumer decision-making style refers to a ‘mental orientation 
characterising a consumer’s approach to making choices’. The empirical studies on shopping styles concur that all 
consumers engage their shopping activities with particular decision-making traits which combine to form specific 
consumer decision-making styles (Bandara 2014:5). Consequently, preceding studies reveal substantial aspects 
related to consumer decision-making behaviour (Moosavi, Seyedjavadain and Saadeghvaziri 2011:438). Bandara 
(2014:5) sums up that these studies classified such aspects as founded on shopping orientation, store patronage, 
consumer decision-making styles and information search behaviour. 


Sproles and Kendall (1986:267) developed a 40 item decision making styles inventory termed the Consumer 
Styles Inventory (CSI) that identifies eight decision making styles typical to consumer behaviour. These are price- 
value consciousness, perfectionism, brand consciousness, novelty/fashion consciousness, recreational/hedonism, 
impulsive/carelessness, confused by over-choice and habitual/brand loyal consumer decision making styles. These 
are explored below: 


° Price/value consciousness explains a price concerned customer, in whom value for money is of utmost importance. 
This group of consumers is mostly aware of the sale prices and tend to be receptive to lower prices in general 
(Solomon 2013:295). Most importantly, value for their money motivates them and as such, they become comparison 
shoppers. 

° Perfectionism CDMS describes consumers who seek top-end products, their standards and expectations are high 
and largely focus on functionality and the quality of products. Precisely, these consumers do not settle for products 
considered ‘good enough’ (Moosavi, Seyedjavadain and Saadeghvaziri 2011:439). 

. Brand consciousness represents a decision-making style that seeks only expensive, renowned brands. Consumers 
with this style believe that higher prices presents better quality. They opt for popular, advertised brands (Demirgunes 
and Ozsacmaci 2017:49). 

. Novelty/fashion consciousness classifies consumers who enjoy shopping or induce some sort of pleasure through 
seeking new merchandise/experience (Schiffman and Wisenblit 2014:398). These consumers are excited and 
take pleasure in discovering new items. It exemplifies an orientation inclined to seeking new products and stay 
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in touch with latest trends in the market. In addition, they are trailblazers of styles and seek variety in shopping 
(Lysonski and Durvasula 2013:77). 

. Habitual/brand loyal consumers describe a decision making style linked with shopping from the same store over 
and over again. In addition, these consumers tend to adhere to particular brands (Mafini et al., 2014:2). 


In light of this study’s objectives, it is important to briefly review shopping enjoyment and smart shopping as 
determinants of CDMS related with hedonism and utilitarian shopping. 


Shopping enjoyment 


According to Kotze, North, Stols and Venter (2012:416) sources or reasons for enjoyment in shopping include 
need to socialise, acquire bargains, entertainment, gratification, need to shop for others, to browse, exercise and 
stimulate senses. Reviewing these sources of shopping enjoyment indicates reasons behind hedonic CDMS and 
enables the possible development of new hedonic driven CDMS or readjustment of the existing ones that might have 
been overlooked. 


Shopping enjoyment entails the inward excitement/pleasure derived from shopping activities. Likewise, shopping 
to socialise characterises the enjoyment of shopping when with friends/peers and mingling with other consumers. 
Accordingly, shoppers mingle at larger malls for social contact (Cox, Cox and Aderson 2005:250; Mohan, Sivakumaran 
and Sharma 2013:1711). 


However, other perspectives of research indicate a negligible amount of female consumers that prioritise shopping 
as ameans of socialising. Older male consumers are understood to easily get bored with shopping and prefer making 
quick purchases and leave. Contrastingly, women cherish the social and recreational aspect of shopping thereby 
reinforcing the gender role theory (Jogee and Callaghan 2014:42). In essence, social shoppers visit outlets for needs 
unrelated with the purchasing of required products only but achieve social contact as well. 


Shopping for bargains is a common source of shopping enjoyment and involves looking for sale prices, discounts 
or reasonable deals. Consequently, comparison shopping is pursued and attaining such low prices provides a sense 
of accomplishment and ultimately enjoyment (Kotze et al 2012:419). 


Kusuma, Idrus and Djazuli (2013:242) highlight that shopping for gratification focuses on alleviating stress or an 
unpleasant mood. In essence, it is an effort to distract one’s mind from a problem or simply getting a treat through 
shopping. The resultant shopping enjoyment is induced by sales personnel (interpersonal) through pampering or 
creative suggestions to the shopper or by procuring a product of value (non-interpersonal) (Schiffman, Kanuk and 
Wisenblit 2010:386). 


Consumers now feel the need to exercise whilst shopping in today’s shopping malls. In such an instance, the 
primary focus of shopping is to exercise, which correlates with the socialising aspect of shopping. Lastly, shopping 
can be for sensory stimulation, the sounds, smells, visuals or lighting can induce pleasure in shopping activities. This 
store atmosphere induces consumers to browse for extended periods and spend a little more (Pentz and Gerber 
2013:2). 


The afore-mentioned sources of shopping enjoyment mainly indicate hedonic motives in consumers (i.e. only 
recreational, novelty/fashion, habitual, brand consciousness and impulsiveness CDMS are influenced by these 
sources of shopping enjoyment). However, consumers’ need to socialise as part of their shopping enjoyment is 
overlooked in describing and defining these five hedonic CDMS. The inclusion of such an element of shopping in 
this study’s exploratory styles inventory facilitates a better comprehension of South African Generation Y consumers 
who have been identified as active social agents in literature despite their intensive use of technological devices in 
socialising (Yarrow and O’Donnell 2009:83). 


On the other hand, the majority of other sources of shopping enjoyment reinforce the significance of including 
recreational and novelty/fashion shopping orientations in this study’s exploratory styles inventory as shopping is not 
merely based on utilitarian motives. The following section discusses the smart shopping concept and its significance 
to developing this study’s consumer decision making styles inventory. 


The smart shopping concept 


Nalewajek (2014:108) points out that since the inception of the global economic recession in 2008, the idea 
of smart shopping became popular among consumers. Consumer education which focused on effective ways of 
spending in modern, ever-changing markets with multi-channels to purchase from; facilitated a quicker understanding 
and adoption of the smart shopping concept among consumers. In its most basic form, smart shopping refers to a 
consumer’s ability to locate and acquire quality product items at bargain prices. However, this definition represents one 
facet of smart shopping that focuses on a consumer’s ability to find ways of getting cheap prices through bargaining, 
switching behaviour or even waiting for sale prices or discounts (Nalewajek 2014:109). 


A contrasting perspective of smart shopping focuses on a consumer’s ability to adhere to rational behaviour 
achieved through comparison shopping, evaluation of product features rather than promotions and brand image and 
only buying when the need arises. In essence, smart shoppers prefer to buy high quality products at cheap prices and 
reduce any form of functional or financial rick by paying less for a product (Vorapanova 2015:232). 


The third viewpoint of smart shopping focuses on consumers internet usage in facilitating easier and effective 
product information search, comparison shopping and purchasing (Nalewajek 2014:109). Based on the afore- 
mentioned assertions; smart shopping comprises of three broad perspectives which are achieving bargain prices, 
rational shopping and internet usage to ease comparison shopping. 


A more comprehensive view of the concept emphasises that smart shopping are efforts to minimise the usage 
of time, money and energy to generate either hedonic or utilitarian results of the shopping activity. Smart shopping 
therefore complements the idea of enhancing shopping productivity. From such a perspective, smart shopping serves 
to reduce shopping inputs (i.e. decreasing usage of time, money or energy), or enhancing shopping outputs for the 
shopper (i.e. generate hedonic or utilitarian benefits of shopping); or both thus maximising shopping productivity 
(Atkins and Kim 2012:361). 


Anic, Rahj and Rahj (2015:65) emphasise that a consumer’s behaviour is not a single and fixed decision-making 
style but more than one combined to be a consumer’s profile. Moreover, in this consumer profile there is at least one 
decision-making style that dominates the rest. To develop this study’s styles inventory; the concept of smart shopping 
does not represent only a single decision-making style. However, smart shopping is a trait that manifests in a set of 
decision-making styles 


An empirical exploration of smart shopping reports much resemblance of this concept with a perfectionistic shopping 
orientation whereby product evaluation is considered paramount. Price/value consciousness is also confirmed as a 
facet of smart shopping. As a result of perfectionism and value consciousness in smart shopping, impulsiveness 
is confirmed as significantly less descriptive or comparable to smart shoppers. Lastly, confusion by over-choice 
is confirmed as part of smart shopping as this cohort immerses itself in a rigorous evaluation of massive market 
information that result in confusion (Nalewajek 2014:114). 


Based on Atkin and Kim’s (2012:361) understanding of smart shopping and the discussion thereof, smart shopping 
aspects to a great extent, prove essential for this study’s exploratory consumer styles inventory. The time/effort 
saving dimension of smart shopping is overlooked by the CSI (i.e. this study’s theoretical framework) therefore the 
conceptual model should encompass a new decision-making style i.e. the time/effort conserving consciousness. 


The following section discusses and illustrates the development of this study’s exploratory framework characteristic 
of South African Generation Y consumers. 


The development of an exploratory framework (consumer decision-making styles inventory) 


The literature emphasises that consumers are hardly predisposed to a single, exclusive CDMS rather they portray 
an array of shopping traits with at least one style dominating the rest (Anic et al., 2015:68). Shopping avoiders, 
traditional/pragmatic and independent consumers represent one dimension of consumers concerned about pricing of 
products. On the other hand, the second dimension of consumers value more than price but enjoyment in shopping 
and exploring (i.e. trend setters, recreational shoppers, brand loyal shoppers, fashion/novelty conscious, quality 
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conscious-opinion seekers). These two dimensions or perspectives represent the foundation of this study’s exploratory 
consumer styles inventory as well as previous discussions of concepts of shopping for enjoyment and smart shopping. 
Accordingly, this study’s exploratory consumer styles inventory will be as illustrated in Figure 1. 


Figure 1 illustrates the ten consumer decision making styles deduced from the review of literature in this study. The 
afore-mentioned two dimensions (colour coded blue for dimension 1 and green for dimension 2) are the foundation of 
the ten CDMS as illustrated in Figure 1. Two CDMS are added to the original CSI by Sproles and Kendall (1986:267) 
which are time/effort conserving and apathetic/dissatisfied consciousness. A review of smart shopping literature led 
to the development of the time/effort conserving shopping orientation whereas a review on shopping enjoyment 
reinforced the existence of all green colour coded shopping orientations on Figure 1 and recognition of apathetic 
shoppers. 


FIGURE 1 
EXPLORATORY CONSUMER STYLES INVENTORY 





Perfectionism 
(Questions 2.8, 2.9, 2.10 








Price/value consciousness 
(Questions 2.1, 2.2, 2.3, 2.4, 2.5, 2.6, 2.7) 














Dimension 1 
e Shopping avoiders 

e Traditional / Pragmatic shoppers 
e Independent shoppers 





Time/effort conserving consciousness 
(Questions 2.34, 2.35, 2.36, 2.37) 


















Confused by over choice 
(Questions 2.30, 2.31, 2.32, 2.33) 








Apathetic/dissatisfied consciousness 








Recreational consciousness 
(Questions 2.23, 2.24, 2.25) 








Brand consciousness 
(Questions 2.11, 2.12, 2.13) 





Dimension 2 





e Shopping for enjoyment shoppers Habitual buying 
e Explorers (Questions 2.18, 2.19, 2.20, 2.21, 2.22) 





e Trend setters 





Impulsiveness 
(Questions 2.26, 2.27, 2.28, 2.29) 











Fashion/novelty consciousness 
(Questions 2.14, 2.15, 2.16, 2.17) 











RESEARCH METHODOLOGY 


In with this study’s main objective, a descriptive design was utilised. Convenience non-probability sampling was 
employed in selecting respondents for this study. Of the 400 administered questionnaires, 320 were successfully 
completed representing an 80% response rate. Ethical issues of voluntary participation, confidentiality and exclusion 
of minors were observed. Structured questionnaires were utilised in collecting data for this study purposes. Reliability 
tests such as Cronbach alpha statistic, KMO and Bartlett test confirmed the reliability of the measuring tool. SPSS 
(Statistical Package for Social Sciences) version 22 was used in data analysis. Descriptive statistics in graphs and 
cross tabulations were presented in the following section. Inferential statistics in form of variance analysis and 
exploratory factor analysis were used in the interpretation of data. To determine if the developed model for this study 
adequately represented data; the Structural Equation Model (SEM) was utilised with results presented in Table 5. 


FINDINGS 


Table 1 indicates an approximate ratio of 1:2 (36.9%:63.1%) between male and female consumers. The gender 
divide is observed in the following percentages that reflect a much youthful age range of Generation Y consumers 
(18-25 years: 25.0%; 42.2%) and significantly drops in the latter age groupings (26-34 years: 6.9%; 9.1% and 35-38 
years 5.0%; 11.9%). This observes the study’s target population of millennial consumers. 
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Table 2 indicates all reliability results deduced TABLE 1 
on collected data. Table 2 shows acceptable results GENDER DISTRIBUTION BY AGE OF 
exceeding 0.50 for KMO and less than 0.05 for Bartlett’s cer een rmene 
test. These results confirm that this study’s measuring 























tool was reliable. Moreover, internal consistency of the Gender 
measuring instrument was confirmed by Cronbach alpha Male Female ie 
coefficients exceeding 0.50. Age 18-25 Count 80 135 215 
(years) hana . ‘ . ‘ 
Table 3 shows results of the exploratory factor analysis Poihin gern years) s12% = 62.8% =— 100.0% 
(EFA) performed on 36 items measuring CDMS produced. ao wtan Gender 67.0% = 66.8% = 67-2 
This exercise was initially applied on the 36 items of the ort 25.0% 42.2% 67.2% 
11 factor scale proposed by Sproles and Kendall. The 26-34 Count 22 29 51 
result led to the dropping of 3 factors and adoption of an % within Age (in years) 43.1% 56.9% 100.0% 
8 factor scale with 32 items shown in Table 3. 7o within Gender 18.6% = 14.4% = 15.9% 
— % of Total 6.9% 9.1% 15.9% 
In light of the principles of performing EFA, statement 
: 35-38 Count 16 38 54 
loadings below 0.50 were discarded. All 32 variables oe 
; % within Age (in years) 29.6% 70.4% 100.0% 
passed the 0.50 communality benchmark. However, _ 
; ; % within Gender 13.6% 18.8% 16.9% 
3 factors below the required eigenvalue of 1 were 
; % of Total 5.0% 11.9% 16.9% 
discarded leaving an eight factor scale that is colour 
ere fs Total Count 118 202 320 
coded. Colour codes represent distinctive decision 
; ; % within Age (in years) 36.9% 63.1% 100.0% 
making styles. Overall, based on Table 3 a total variance 
: ; % within Gender 100.0% 100.0% 100.0% 
percentage of 63.76% was achieved. This result was 
; ; % of Total 36.9% 63.1% 100.0% 
acceptable. Accordingly, 32 items/variables grouped into 
8 factors were derived from the initial 36 items grouped 
into 11 factors (as depicted by Table 3). 3 factors that 
were discarded were impulsiveness/carelessness, TABLE 2 
perfectionism and time/effort conserving decision-making RMO SND CARTERS TEot OP SE HERICIrY 
styles. 


Kaiser Meyer Olkin Measure of Sampling Adequacy KMO 0.743 





As presented in Table 3, constructs measuring price 


consciousness (PC) and impulsive/careless CDMS ARPES auee aeeHO02 

loaded along the same factor 1. It means that the cohort _Bartlett’s Test of Sphericity Df 630 

under study identified similarities in these two CDMS ‘ ae 
ig : 


when evaluating their shopping behaviour. The constructs 





of impulsive CDMS identified apathetic shopping and post purchase regret (i.e. 2.27 and 2.29). On the other hand, PC 
focused on price sensitivity of consumers (i.e. 2.3 and 2.4). In essence, South African millennial consumers identified 
indifferent price consciousness as one of their shopping traits of clothing items. Ideally, this cohort is concerned about 
saving money, spending the least possible yet not interested with the shopping process (Anic et al., 2015:71). 


Initially, the exploratory style inventory in Figure 1 identified perfectionism CDMS as characteristic of South African 
millennial consumers’ shopping behaviour. However, factor analysis (Table 3) confirms that the CDMS loaded across 
two factors (2 and 5) which are novelty fashion consciousness (NFC) and value consciousness (VC). Furthermore, 
unlike VC; NFC loaded on yet another component (i.e. 6) correlating with recreational consciousness (RC) meaning 
that NFC was not identified as a distinctive CDMS. Factor items of perfectionism (2.9 and 2.10) correlated with 
those of NFC (2.14 and 2.15). In effect, these two constructs identified two related traits which are a need for high 
quality clothing and being trendy/pace setter. Overall, an integration of these two CDMS identified High-quality fashion 
consciousness as descriptive of South African Generation Y consumers’ shopping behaviour. This cohort places 
much emphasis on their high standards, not willing to accept ‘good enough’ items yet conscious of the latest trends in 
clothing (Weldode, Kulkarni and Udgir 2018:206). 


One cognitive aspect of perfectionism (i.e. 2.8) loaded under factor 5 with the rest of items measuring value 
consciousness (VC) as depicted in Table 3. Much of the factor items of VC focused on gaining value from purchased 
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TABLE 3 
EXPLORATORY FACTOR ANALYSIS (EFA) OF CDMS 

Bg = gs & s 2 8 S vf 

So 22 8 5. 22 ie © ge # 

fg fp 5 $2 58 cs 2222 3 

HB a5 8S *¥5 BE CB xg BB Ss 

58 S& S> 568 562 65 $8 SS 8 

68 Gf G65 6% 62 GS G62 G2 & 
STATEMENT Zh £2 £2 ZF £8 ZS FS ES 8 
2.3 | purchase much of my clothing items at sale prices 0.67 0.67 
2.4 | usually buy least priced clothing items 0.74 0.68 
2.26 | hardly plan my clothing purchases 0.53 0.64 
2.27 | often make quick purchases, buying what is good enough 0.68 0.64 
2.28 | merely buy clothing items to relieve a negative mood 0.56 0.63 
2.29 | should carefully plan my purchases more than | do 0.73 0.67 
2.9 Very good quality clothing is important to me 0.73 0.64 
2.1 My expectations of clothing items are always very high 0.65 0.59 
2.14 My clothing should always be up to date 0.54 0.69 
2.15 Fashionable, attractive styling is important to me 0.45 0.50 
2.5 | invest more time in finding the best value for my money 0.71 0.59 
2.6 | am careful on how much! spend on clothing items 0.74 0.61 
2.7 | carefully look for best buys in clothing shops 0.72 0.65 
2.8 | invest much thought or care in purchasing my clothes 0.68 0.60 
2.16 Trying new clothing items is always a pleasant experience 0.52 0.65 
2.17 | visit various shops to buy a variety of clothing brands 0.67 0.61 
2.25 Shopping at a variety of stores is an enjoyable experience 0.55 0.69 
2.1 For clothing items, | shop at different stores 0.71 0.65 
2.23 | enjoy shopping for clothing, just for the fun of it 0.81 0.74 
2.24 Shopping for clothing items is one of the most enjoyable activities for me 0.69 0.68 
2.30 The more | learn about clothing, the more difficult it is for me to make choices 0.71 0.61 
2.31 There is too much information on clothing items that | get confused 0.69 0.60 
2.32 There is a wide variety of clothing brands which hardens my decision- making 0.83 0.71 
2.33 At times | find it difficult to choose which clothing store to shop 0.77 0.68 
2.18 | prefer particular clothing brands that | buy over and over 0.71 0.67 
2.19 | always stick to my favourite clothing brands 0.81 0.68 
2.20 Once | identify a clothing brand | like, | buy it regularly 0.78 0.70 
2.21 | prefer going to same clothing stores every time | shop 0.61 0.52 
2.22 It is important that | shop from particular clothing outlets regularly 0.66 0.66 
2.11 Well-known national clothing brands are the best choice for me 0.60 0.71 
2.12 Higher prices indicate better quality clothing items 0.74 0.75 
2.13 | prefer regularly advertised clothing brands 0.63 0.73 
EIGENVALUE 3.06 290 283 260 250 220 206 176 23.59 
TOTAL VARIANCE % 827 784 765 7.02 676 594 556 476 63.76 





items and not necessarily a price concern within consumers (i.e. 2.5 and 2.7). All factor items of both perfectionism 
(item 2.8) and VC (items 2.5, 2.6, 2.7) therefore illustrate the cognitive effort of South African millennials in seeking 
value in clothing items. In essence, value consciousness was characteristic of South African millennial shoppers. 
Perfectionism could not be confirmed as a distinct decision-making style among South African millennials. However, 


traits of perfectionism manifested in form of the high-quality fashion consciousness and VC. 


As previously mentioned, novelty fashion consciousness (NFC) manifested across factors 2 and 6 (illustrated 
in Table 3) with perfectionism and recreational consciousness (RC) as well. The former (factor 2) was deduced as 
high-quality fashion consciousness. Conversely, factor items of NFC (2.16 and 2.17) loaded with those of RC (2.25) 
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TABLE 4 
AN UPDATED CONSUMER STYLES INVENTORY FOR SOUTH AFRICAN GENERATION Y CONSUMERS 





Consumer decision making style Confirmed variables 





2.3 | purchase much of my clothing items at sale prices 
2.4 | usually buy least priced clothing items 
; ; ; 2.26 | hardly plan my clothing purchases 
Indifferent price consciousness . . : 
2.27 | often make quick purchases, buying what is good enough 
2.28 | merely buy clothing items to relieve a negative mood 
2.29 | should carefully plan my purchases more than | do 


2.9 Very good quality clothing is important to me 





; ; ; ; 2.10 My expectations of clothing items are always very high 
High-quality fashion consciousness : 
2.14 My clothing should always be up to date 


2.15 Fashionable, attractive styling is important to me 





2.5 | invest more time in finding the best value for my money 
Value consciousness 2.6 | am careful on how much | spend on clothing items 


2.7 | carefully look for best buys in clothing shops 
2.8 | invest much thought or care in purchasing my clothes 





2.16 Trying new clothing items is always a pleasant experience 
or ao ; 2.17 | visit various shops to buy a variety of clothing brands 
reative variety seekin 
: 2.25 Shopping at a variety of stores is an enjoyable experience 


2.1 For clothing items, | shop at different stores 





; ; 2.23 | enjoy shopping for clothing, just for the fun of it 
Recreational consciousness ; [our . . er 
2.24 Shopping for clothing items is one of the most enjoyable activities for me 





2.30 The more | learn about clothing, the more difficult it is for me to make choices 
; 2.31 There is too much information on clothing items that | get confused 
Confused by over-choice ; . ; ; . me : 
2.32 There is a wide variety of clothing brands which hardens my decision-making 


2.33 At times | find it difficult to choose which clothing store to shop 





2.18 | prefer particular clothing brands that | buy over and over 
2.19 | always stick to my favourite clothing brands 
Habitual buying 2.20 Once | identify a clothing brand | like, | buy it regularly 
2.21 | prefer going to same clothing stores every time | shop 
2.22 It is important that | shop from particular clothing outlets regularly 





2.11 Well-known national clothing brands are the best choice for me 
Brand consciousness 2.12 Higher prices indicate better quality clothing items 
2.13 | prefer regularly advertised clothing brands 





as well as one factor item of price consciousness (PC) (i.e. 2.1) under component 6 in Table 3. All these loadings of 
factor items point to the existence of novelty or creative shopping and variety seeking behaviour among South African 
millennial shoppers. In effect, integrating all these shopping behaviours a consumer trait named Creative variety 
seeking (i.e. labelled factor 6 in Table 3) could be identified with South African millennial consumers. A wide spectrum 
of research on generational purchase behaviours confirm innovativeness, early adoption of attractive products among 
Generation Y’s (Parment 2013:192; Mandhlazi et al., 2013:154). 


Recreational consciousness (RC) (i.e. factor 7 in Table 3) besides one factor item loading along with NFC; the rest 
of its factor items perfectly loaded together on a single component 7 as shown in Table 3. Factor items such as 2.23 
and 2.24 of RC all loaded along component 7 thereby confirming the existence of RC shopping trait among South 
African Generation Y consumers. 


Component 4 of factor analysis in Table 3 precisely loaded distinctive factor items of confused by over-choice 
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decision-making style only. These included 2.30, 2.31, 2.32 and ‘Q 2.33. In essence, South African Generation Y 
consumers are confused by over-choice when shopping for clothing items. Comparing Generation Y’s with older 
generations, Chui, Nik and Azman (2017:12) reinforced that the former is a much confused cohort than the latter. 


Constructs measuring habitual buying CDMS (i.e. 2.18, 2.19, 2.20, 2.21, 2.22) all loaded along a single component 
3 in Table 3. This means that South African millennials identified habitual shopping behaviour among themselves. In 
essence, Generation Y South Africans are Habitual buying shoppers that visit specific clothing outlet(s) and purchase 
certain brand(s) repeatedly. Babijchouk et al., (2018:5) argue that unlike preceding generations, modern ones engage 
in conspicuous consumption in which shoppers repeatedly buy certain brands to identify with them and portray a 
specific social standing. 


Brand consciousness (BC) (Component/factor 8) in Table 3 perfectly loaded items together thus indicating the 
existence of BC as a distinct CDMS among South African millennial shoppers. The respondents indicated a significant 
preference for national brands of good quality that are regularly advertised for awareness. Similarly, Mbumbwa and 
Chigada (2018:559) identify black South African millennials as much brand aware and social individuals that opt for 
brands upholding their African culture and personalities. 


The smart shopping concept was explored in review of literature which led to the development of a new factor 
i.e. Time/effort conserving consciousness that was added to the exploratory styles inventory. However, factor 
analysis in Table 3 proved otherwise, yielding contrasting results in confirming the existence of time/effort conserving 
consciousness CDMS. Factor items were distributed across different components that do not relate to any other 
CDMS from component 9-11 with the exception of one variable that loaded along component 2. In effect, there 
was inconsistent construction of factor items such that the respondents identified differing interpretation on items 
of a single factor that should be eliminated. According to Mafini et al., (2014:682) items heavily cross loading on 
components should be eliminated from further scale development. 


Overall, EFA was utilised to confirm this study’s conceptual model. From an exploratory 11 styles inventory of 36 
items; an 8 consumer decision-making styles inventory comprising of 32 items was confirmed in this study. 3 decision- 
making styles were discarded: impulsiveness/carelessness, perfectionism and time/effort conserving. Furthermore, 
3 distinctive decision-making styles to the original 8 by Sproles and Kendall were identified which were indifferent 
price consciousness, high-quality fashion consciousness and creative-variety seeking decision-making style. This 
study confirmed the following 8 decision-making styles characteristic of South African millennials: indifferent price 
consciousness, high-quality fashion consciousness, habitual buying, confused by over-choice, value consciousness 
(VC), creative-variety seeking, recreation consciousness (RC), and brand consciousness (BC). 


TABLE 5 
STRUCTURAL EQUATION MODEL (SEM): MODEL FIT SUMMARY 





























CMIN 
Model NPAR CMIN DF P CMIN/DF 
Default model 61 373.788 128 .000 2.920 
Saturated model 189 .000 0 
Independence model 36 1784.805 153 .000 11.665 
Baseline comparisons 

NFI RFI IFI TLI 
mone! Deltat rhot Delta2 rho2 Cl 
Default model 791 .750 852 820 849 
Saturated model 1.000 1.000 1.000 
Independence model .000 .000 .000 .000 .000 
RMSEA 
Model RMSEA LO 90 HI 90 PCLOSE 
Default model .078 069 .087 .000 


Independence model 183 175 191 .000 
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On the other hand, a further reliability test was run on the developed constructs using the Structural Equation 
Model (SEM) with results presented in Table 5. To confirm the model’s goodness of fit, indexes such as IFI, TLI and 
CFI were utilised and produced acceptable values all close to 0.90. Moreover, the RMSEA index was utilised to 
determine the model’s badness of fit and produced an acceptable result of 0.078 below the 0.080 threshold. 


CONCLUSIONS 


This study aimed at providing an updated CDMS inventory characteristic of the South African context. The use 
of exploratory factor analysis confirmed the existence of an 8 CDMS inventory characteristic of the South African 
millennial population depicted in Table 4. In addition, the study focused on ascertaining additional dimensions to the 
traditional CSI typical of a multi-cultural society of South Africa. This objective was satisfied by developing an updated 
consumer styles inventory depicted in Table 4. Unique consumer decision-making styles identified in this instance 
were indifferent price consciousness, high quality fashion consciousness and creative-variety seeking. 


RECOMMENDATIONS 


° It is recommended that marketers approach indifferent price conscious consumers by revising marketing content 
and means to ensure clear messages on savings at appropriate times. Moreover, digital marketing channels should 
be utilised to limit disinterest and turning away indifferent price conscious shoppers. 

° Retailers are encouraged to stock high-end international apparel to entice high quality fashion conscious consumers. 
Furthermore, marketing content towards this cohort should amplify messages of high functionality on product items. 

. Marketers should use merchandise strategies that enhance consumer leverage on both price and quality to attract 
value conscious shoppers. Product trials to reassure this cohort and product bundling are recommended. 

. Newly released apparel, wide assortments and competitive pricing are recommended for marketers and retailers 
in attracting creative variety conscious customers. An intensive online social media presence is also suggested in 
building brand images, trust and drive consumer engagement among this cohort. 

° Mall management and retailers should improve aesthetic facilities of malls to capture mood of shoppers, effect 
sales, enhance comfort and visual appeal towards recreational consumers. Moreover, they should implement 
complementary entertainment events in malls. 

. Permissible quantities of marketing information should be reduced when targeting confused by over-choice 
consumers to ease any confusion when shopping. Collaboration among policy makers, marketers and consumers 
on law of trademark infringement is commended so as to limit chances of imitated brands in the market. 

. Aligning national and private brands in stores is recommended to satisfy habitual buyers. Points based loyalty 
programmes should also be provided to keep these customers. 

. Lastly, brand conscious consumers can be attracted by marketing efforts that continue linking brand images with 
personalities. Use of online brand influencers could be effective and brand images portrayed should be clear to 
brand conscious consumers. 
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ABSTRACT 


IF’ q 








The main purpose of the study is to explore the implications of online engagement from a behavioural engagement 
perspective within Facebook brand communities through a sense-of-community lens. Convenience sampling was 
used, and 381 questionnaires were collected through the use of an online consumer panel. The results of the 
structural equation modelling show that consumers experience a sense of belonging as an implication of online 
engagement and that it also holds financial and non-financial benefits for the firm. Unlike previous studies, which 
were either confined to a one-sided view of behaviour, or lacking a clear focus on the possible implications, or the 
benefits of online engagement, especially for firms, the current study investigated engagement from a behavioural 
perspective (including various engagement activities), as well as reflecting the affective component of engagement 
through a sense of belonging; and it included various implications for brands. Marketing practitioners/brands should 
realise that ‘Lurkers’ could be of more value to brands than their so-called ‘Superfans’. 


It is evident that Facebook brand communities have positive financial, as well as non-financial implications for brands. 
Consequently, Facebook brand communities can yield valuable information that could help create strategies to target 
different types of consumers more effectively. Although studies have been done on engagement in virtual communities, 
they lack a strong theoretical foundation. This paper contributes to engagement and virtual community research by 
underpinning the online engagement behaviour in Facebook brand communities with a sense of community theory. 


Keywords: Online engagement, Facebook brand communities, Facebook brand fan pages, Sense of belonging, 
online engagement activities, shopping intention, WOM, online social interaction propensity, 
sense of community theory 











INTRODUCTION 


With the proliferation of e-commerce, Social Network Sites (SNSs) are increasingly seen as platforms where 
information about a specific company or brand can be disseminated to consumers (Angeles Oviedo-Garcia, Mufioz- 
Exposito, Castellanos-Verdugo, & Sancho-Mejias, 2014:328). However, social media create opportunities for brands, 
not only to disseminate information to customers, but also to actively engage with them (Schamari & Schaefers, 
2015:20). One such engagement platform is virtual communities. Virtual communities have become popular in society 
and even more so for brands, resulting in a topic of interest for researchers (Gonzalez-Anta, Orengo, Zornoza, 
Pefarroja, & Martinez-Tur, 2019:1). 


Members of a brand community that share an interest (e.g. specific brand) form a bond, turning the community 
into an influential engagement platform (Sawhney, Verona, & Prandelli, 2005:5). Facebook is regarded as one of the 
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main driving forces of the online media revolution (Tsai & Men, 2017:2), and Facebook brand pages, which present 
a distinct form of online brand community (Muniz & O’Guinn, 2001:412), provide endless engagement opportunities 
for firms. Shiau, Dwivedi, and Lai (2018:60), postulate that social media platforms, such as Facebook, provide huge 
competitive advantages for brands, if used effectively. Consequently, digital marketers and companies are increasingly 
incorporating SNSs into their brand strategies, in order to drive engagement and to increase conversations around 
their brands. 


People worldwide are largely engaged with social media platforms (Alalwan, Rana, Dwivedi & Algharabat 
2017:1177). Consequently, online brand communities (OBCs) are receiving increased attention; as scholars and 
marketing practitioners have realised the impact of brand communities, especially for customer engagement. However, 
social media engagement research is still fragmented and incomplete (Chahal, Wirtz & Verma, 2019:191; Demiray 
& Burnaz, 2019:115, Tsai & Men, 2017:2). Kaur, Paruthi, Islam and Hollebeek (2020:1) emphasised that, specifically 
in virtual communities, empirical research pertaining to the drivers and outcomes (amongst others) of engagement 
is limited. 


Online engagement (OE) in social media brand pages holds the promise of benefits for the customer, and more 
importantly, for the brand (Shi, Chen & Chow, 2016:578), such as increased purchases, recommendations, brand 
trust and loyalty (Pongpaew, Speece & Tiangsoongnern, 2017:262; Seller & Laurindo, 2018:191; Thakur, 2016:151). 
It is evident that engaging brand communities is regarded as the ultimate asset for firms (Radeke, 2015), and, 
consequently, brands are increasing their social media marketing spend. It is thus imperative for brands to determine 
the return on investment on social media spend, such as Facebook brand pages (Sitta, Faulkner, & Stern, 2018:18), 
and to understand customer engagement. 


More specifically, it is essential that brands understand how to encourage customers to engage with their brand 
pages, in order to encourage meaningful interactions, and more importantly, which benefits, if any, they stand to gain 
from these engagements (Demiray & Burnaz, 2019:115-116; 121). 


Aconsiderable amount of knowledge has been generated on customer engagement, but Harmeling, Moffett, Arnold, 
and Carlson (2017:313) noted that varying “definitions, concepts and arguments” used to investigate engagement 
are creating confusion in the research community. Academics have yet to agree on what exactly engagement entails, 
with regard to its measurement and whether it should be investigated, merely from a behavioural perspective, as is 
evident in the research of Algesheimer, Dholakia, and Herrmann (2005:21), or from a psychological perspective, as 
for example by the research of Hollebeek, Glynn, and Brodie (2014:149). 


In addition, some researchers have investigated engagement from both the behavioural and the psychological 
perspectives (Paruthi & Kaur, 2017:128; Thakur, 2018:48). While consumers’ motivation to participate in OBCs 
have received much attention (Bushelow, 2012:1; Muntinga Moorman & Smit, 2011:13; Sung, Kim, Kwon & Moon, 
2010:430), the influence of consumers’ personal traits on online interaction or engagement (Online Social Interaction 
Propensity) in brand communities has been neglected. 


Furthermore, only a limited amount of research has so far explored the implications of the ‘like’ button for brands 
(customers join an online brand community by clicking the ‘like’ button on Facebook) (Bushelow, 2012:1). It is clear 
that SNSs, such as Facebook brand pages hold benefits for consumers and companies alike (Hudson et al., 2016:28). 
The anticipated implications/benefits of engagement are starting to appear in literature (Carlson, Rahman, Voola & 
de Vries, 2018:83; Chen, Weng & Huang, 2018:410); but the empirical corroboration of these implications beyond 
satisfaction and loyalty is still scarce. In addition, Bushelow (2012:4) found that engagement with Facebook fan pages 
does not necessarily lead to loyalty or to purchase intention and this calls for further research, in order to explore what 
other implications these pages might have for a brand. 


In the context of this study, engagement is operationalised, as the varying levels of brand-related behaviour 
whereby customers participate in Facebook brand pages (Lee, Hosanagar & Nair, 2018:5105), while the psychological 
perspective of engagement is captured in the sense of belonging (Brodie, Hollebeek, Juri¢ & Ili€, 2013:110) that 
community members experience. This connectedness is mainly reflective of the relational aspects of engagement 
(Blazevic, Wiertz, Cotte, de Ruyter, & Keeling, 2014:94), and this aspect is envisaged as an implication of behavioural 
engagement (Freitas & Almeida, 2017:87-88). 


Furthermore, it should be noted that routine electronic interaction patterns can mistakenly be regarded as 
community behaviour (Blanchard & Markus, 2002:3567); and thus, merely participating in online activities has to be 
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supported by a sense of belonging, before it can justly be called an online community (van Doorn, Lemon, Mittal, 
Nass, Pick, Pirner & Verhoef, 2010:257). 


Social media, as a communication tool, specifically Facebook, is not only interactive, but also simultaneously 
communal and participatory — suggesting thereby that consumers join Facebook brand communities, where they can 
interact and participate in online activities with other consumers. This has become a common occurrence on social 
media platforms - groups of people, who share similar interests create a virtual community, in which the members 
share a sense of community with other members. 


This sense of community (SOC) refers to “members’ perception of voluntary engagement and the sharing of 
information, ideas and opinions” (Lyu & JKim 2020:119). The sense-of-community (SOC) theory is an appropriate 
lens, through which to explore the antecedents and the implications of such relationships in Facebook brand pages, 
since it is widely applied in community research and, more recently, in social media (Zhang, 2010:225). 


To advance the understanding of the complex concept of OE for both academia and industry, the purpose of this 
study is to investigate OE in the context of online communities, specifically Facebook brand pages, from a behavioural 
perspective. Consumers’ Social Interaction Propensity is proposed as an antecedent to OE, while the implications/ 
benefits gained from OE are set to be the outcomes. Overall, this research will determine whether Facebook brand 
pages are indeed just another communication tool or whether the various brands can expect financial, as well as other 
non-financial benefits, from engagement in these communities. 


The objectives are thus three-fold: (a) to determine the role of consumers’ Social Interaction Propensity, as a driver 
of OE, (b) to determine the benefits, if any (financial and non-financial), that are gained by brands and consumers 
from OE in online brand communities, and (c) to determine the applicability of Consumers’ Online Brand Related 
Activities (COBRAs), as a measurement of OE from a behavioural perspective. 


The contribution of this study lies in investigating OE in Facebook brand communities from a behavioural 
perspective, using SOC theory. Our results offer a promising starting point for the understanding of OE in a Facebook 
brand community, as well as the implications thereof. The study offers several significant contributions. Firstly, OE is 
investigated, according to a typology of online engagement activities. By doing this, more detailed information can be 
provided regarding the different types of consumers, specifically Lurkers and Superfans, and how their engagement 
benefits the firm.Secondly, the study makes use of the SOC theory, which has hitherto been underutilised, thereby 
leading to a deeper understanding of OE. Thirdly, the findings extend the existing knowledge on engagement, by 
demonstrating that the affective commitment of engagement (psychological perspective), as operationalised in 
SOB follows from consumer-enacted engagement behaviour. The study’s particular focus on the implications of the 
‘like’ button on Facebook, and the concomitant financial and non-financial implications/benefits, has led to several 
interesting and unexpected practical discoveries. Structural equation modelling (SEM) has revealed that the non- 
financial benefits are the most prominent outcome of OE. Surprisingly, the main findings of the study show that users, 
who showed less active participatory-engagement behaviour could be of more value to firms than the so-called 
‘Superfans’. 


BRAND COMMUNITIES AND ENGAGEMENT 


Various terms are used to investigate engagement, such as customer engagement (Islam & Rahman, 2016:40; 
Thakur, 2018:48), consumer brand engagement (Hollebeek, 2011:790) and brand community engagement 
(Algesheimer et al., 2005:21). Since the current study investigates Facebook brand pages, it is thus appropriate to 
refer to it as online engagement (OE), as with Mollen and Wilson (2010:924) and Paruthi and Kaur (2017:128). 


Brand communities came into existence before social media; and they are a particular type of social group that 
is centred around a brand (Rosenthal & Brito, 2017:383). The members of a brand community demonstrate their 
consciousness of a kind, they observe certain traditions, they practise certain rituals; and they have a sense of moral 
responsibility towards one another (Muniz & O’Guinn, 2001:418-425). The Internet has created a space where non- 
geographically bound brand communities could be established spontaneously in cyberspace (Sung et al., 2010:431), 
and thus, firms are creating online or virtual brand communities, in which consumers can come together. 


These virtual communities are recognised as a tool for consumer-brand relationship-building that helps firms to 
manage their brand(s) (Sung et al., 2010:431). Virtual communities are “social aggregations that emerge from the net, 


112 The Retail and Marketing Review: Vol 16 Issue 1 (2020) ISSN: 2708-3209 


when enough people carry on those public discussions for long enough, with sufficient human feelings, to form webs 
of personal relationships in cyberspace” (Rheingold, 2000:6). 


In the setting of social media, community members generally join a firm or the brand’s page, where they can join 
the conversation by, for example, asking and answering questions about the brand or firm, making comments about 
the brand’s products or services, sharing the brand’s posts, sharing their experiences, interacting with the company, 
and asking and answering other members’ questions about the brand. Facebook initiated community pages in 2010, 
whereby Facebook users could opt in by ‘liking’ a specific brand page, which is dedicated to a topic or experience, 
with which the members of that community can connect (Radeke, 2015). Facebook brand pages allow brands to 
create an online community of brand users through the SNS (Bushelow, 2012:1). 


Consumers can engage directly with a brand and other consumers by participating in online conversations that are 
embedded in a brand’s SNS page, such as a Facebook-brand page or group (Tsai & Men, 2017:°6). 


On social media, brand pages have similar characteristics to those of brand communities, but some differences 
do exist (Seller & Laurindo, 2018:201). For instance, the brand pages on social media are also used to forward 
complaints and suggestions to the firm, whilst the brand communities often share a more intense consciousness of 
kind and moral responsibility (Seller & Laurindo, 2018:202) than do the Facebook brand pages. While researchers 
often prefer the term ‘brand page’, it is common to refer to these pages as ‘fan pages’ by practitioners. The two terms 
are used interchangeably for the purpose of this study, when referring to a special type of online brand community, 
namely Facebook brand fan pages. 


With their helpful, interactive and relationship centric nature (Tsai & Men, 2013:76), OBCs form the ideal context 
within which to study engagement. Dholakia, Bagozzi and Pearo (2004:249-250) were the first to investigate virtual 
community participation by looking at how community members engage in certain online activities, in, for example, 
online chat systems and multi-player virtual games. The study by Dholakia et al. (2004:241-263) was executed before 
Facebook’s appearance in 2004. Thereafter, as the interest in Facebook grew amongst the research community, 
various studies measured engagement through the use of liking, commenting and sharing posts on Facebook brand 
pages (Luarn, Lin & Chiu, 2015:506; Phua & Ahn, 2016:550). OE has evolved significantly since the study by Dholakia 
et al. (2004:241-263) was executed, as social media have become an irreplaceable aspect of human interaction. 


Facebook enables interpersonal interaction via the social values that assist members in establishing long-term 
relationships on Facebook (Yang & Lin, 2014:24): but a gap exists to form a more contemporary understanding of 
how, from a behavioural perspective, OE in Facebook brand communities can lead to benefits for firms, while also 
taking into consideration the psychological perspective of engagement via the affective commitment of OE. 


In the literature, customer engagement is generally defined as an interaction beyond a purchase transaction and 
it includes a “customer’s and potential customers’, or non-customers’ interactions and connections with the firm’s 
offerings” (Vivek, Beatty & Morgan, 2012:133). Another well recognised definition states that “consumer engagement 
in a virtual brand community involves specific interactive experiences between consumers and the brand, and/or 
other members of the community” (Brodie et al., 2013:107). 


From these definitions, it can be deduced that some interaction needs to occur between the firm/brand and the 
consumer, in order for engagement to take place. More recently, Seller and Laurindo (2018:202) defined engagement 
as the interactions between firms’ Facebook pages and their fans. Since this study uses a similar approach by 
operationalising interactions in the various levels of brand-related activities in which consumers participate on brand 
pages, OE is defined for the purposes of this study, as customers’ online activities and behavioural manifestations 
that transpire in a specific online community that has a brand or a firm focus. 


Engagement, as a construct, can be viewed, either from a behavioural perspective, which includes participation in 
activities related to the brand (Tsai & Men, 2017:6), or from a psychological perspective, which includes aspects, such 
as affection and conscious attention, related to a consumer’s state of mind (Paruthi & Kaur, 2017:128). The behavioural 
perspective appears to be central in the literature (Brodie, Hollebeek, Juricé, lli€é, 2011:260) and, furthermore, brand 
pages not only create an online presence for a brand but they also allow the brand to actively engage with its 
consumers via various brand-related activities. 


However, there is little consensus on the measurement of engagement from a behavioural perspective. It ranges 
from measuring engagement very simplistically, based on consumers ‘liking’ a brand on Facebook (Wallace, Buil & 
de Chernatony 2014:33) to more complex measures, based on the various behaviours, or those activities in which 
consumers participate (Muntinga et al., 2011:15-16). It has been argued that consumers are engaged, whenever they 
use the ‘like’ button on Facebook (Wallace et al., 2014:41); but there is a debate regarding whether ‘likers’ are truly 
engaged with the brand, or not (Wallace, Buil, de Chernatony, & Hogan., 2014:103). 
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The difference between the “interest to participate” should not be confused with “the desire to engage” (Freitas 
& Almeida, 2017:88). Consequently, this study will expand on measuring engagement only through the ‘likes’ on 
Facebook; and it will investigate engagement through the use of a range of different Facebook activities — reflecting 
not only the consumption behaviour of ‘liking’, but also the more-engaged behaviour, such as contributing and creating 
activities. 


DEVELOPMENT OF A THEORETICAL MODEL 
Theoretical foundation 


Social media managers provide brand and product-related content on SNS, in order to engage with their customers, 
to trigger their interests, and to build relationships (Hudson et al., 2016:29). The nurturing of these relationships and 
the engagement of members in a brand community is reflective of a sense of community. The Sense of Community 
(SOC) theory has previously been used in the discussion of offline and online communities (Koh, Kim & Kim, 2003:75- 
94; Muniz & O’Guinn, 2001:412-432). Since the existence of SNSs, online communities have been generating much 
interest in the academic arena. 


A study investigating the sense of virtual community (SOVC) was conducted by Koh et al. (2003:75-94), who 
defined a virtual community as “a group of people with common interests or goals, interacting predominantly in 
cyberspace.” This definition, as well as the work of Koh et al. (2003:75-94), is based on SOC theory, which is defined 
as “a feeling that members have of belonging, a feeling that members matter to one another, and to the group, and 
that they share a faith that members’ needs will be met through their commitment together” (McMillan & Chavis, 
1986:9). 


Membership, influence, integration and the fulfilment of needs, as well as the shared emotional connection is 
reflective of the four elements of SOC (McMillan & Chavis, 1986:9). These elements of the SOC theory are used to 
discuss the constructs under investigation. 


Membership (the first element of SOC) speaks of “feelings of belonging or sharing a sense of personal relatedness, 
which has boundaries”, meaning that you either belong to a community, or you do not (McMillan & Chavis, 1986:9). 
Membership is of the utmost importance; as a community could not exist without its members. Based on the brand as 
common interests, members create SOC via their perceived affiliation (membership) with the brand, and with other 
members (Swimberghe, Mahmoud, Brent & Astakhova (2018:175). The members in a community have the power to 
exert influence over other community members — thereby relating to the second element of SOC, influence. 


Influence refers to a two-way relationship; members must feel that they matter and that they can influence the 
group; and furthermore, the group should add value to the members, who belong to it (McMillan & Chavis, 1986:9). 
Moreover, SOC motivates consumers to participate in social media brand communities (Swimberghe et al., 2018:171). 
The membership of community members will only continue, if they feel that they receive benefits for belonging to the 
community, or that their needs are being met through the group’s resources and the members’ participation (McMillan 
& Chavis, 1986:9). 


This refers to the third element of SOC, integration and the fulfilment of needs. Shared emotional connection, 
the fourth element of SOC is the mutual commitment and belief among members, and the fact that they will share 
similar experiences (McMillan & Chavis, 1986:9). This shared emotional connection can also be tied back to the 
psychological perspective of OE, even though it is not the main focus of this study. 


Although customers may be motivated to join Facebook brand pages for various reasons, such as entertainment 
or searching for information, they may have more needs met than they initially anticipated. When engaging with the 
Facebook brand page through participating in various activities, based on their membership, the shared emotional 
connection reinforced by the two-way influence from the brand and the community is the ideal situation in which to 
experience a sense of belonging (SOB). 


The SOB in an online community is encapsulated in the element of membership. SOB indicates whether the 
members feel that they belong with other members of the OBC — whether they are socially connected and a part of the 
community; as they develop a shared consciousness, (Freitas & Almeida, 2017:90). In addition, the need to belong is 
often a motivator to visit SNS (Beyens, Frison, & Eggermont 2016:5). In this study, SOB is postulated as the benefit 
for consumers that “Like” (to belong to) a Facebook-brand page (community); but this could also result in benefits 
for the brands since that members that are socially connected may continue to remain members of the brand page. 


OE activities (consuming, contributing, creating) in an online brand community (OBC) can be explained through 
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the element of influence, as influence indicates a two-way, reciprocal relationship between the individual member 
and the community (other members of the Facebook brand page and the brand). The members of a community 
can participate in activities (contribute, consume or create) initiated by the firm, or by other members, and this 
interaction can, in turn, lead to higher levels of enthusiasm from the member, which then have a positive influence on 
engagement (Angeles Oviedo-Garcia et al., 2014:334). 


Consequently, the user participates in more activities, such as posting pictures, reading and writing reviews and 
liking content, thereby leading to continued involvement with the brand page. 


Consumers that have a propensity for online social interaction may be driven by this need to “like” (join) Facebook 
brand pages, in order to have this need met. An on-line social interaction propensity can be explained through the 
integration and fulfilment of the needs’ element of SOC. It links with consumers’ willingness to interact online, such as 
when members of a community feel that their needs are being met through participating in the community, they might 
then be even more prone to engage with other members in the community. 


The members of a community, as explained by SOC theory, have a shared emotional connection; and they 
influence one another by participating in various online activities. The shared emotional connection with the brand, 
with posts and comments from the brand, and with other consumers could influence consumers’ intention to purchase 
the brand’s products, which thereby creates a financial benefit for the brand. Word-of-mouth (WOM), a non-financial 
benefit of engagement, also relates to the element of shared emotional connection, which refers to members forming 
a bond when interacting with each other on similar experiences with the brand, thus sharing experiences with each 
other, and consequently resulting in WOM. 


Following Lizzo and Liechty (2020:1), who confirmed the four elements of the SOC theory in a Facebook leisure- 
based community, we postulate that, according to the SOC theory consumers ‘like’ brand pages for various reasons, 
such as their need to interact online with others (OSIP), and by becoming members, they connect with the brand, as 
well as forming a connectedness with other community members (SOB). This shared emotional connectedness, and 
the fact members influence each other; and are also influenced by the brand’s communication on the page, could 
influence members to purchase the brand (Lyu & Kim 2020:128-129; Yahia, Al-Neama, & Kerbache, 2018:16-18), and/ 
or to spread positive word-of-mouth inside, but also outside the brand page community (Alalwan et al., 2017:1186). 


As members’ needs are fulfilled and as the brand page becomes integrated into their online presence, they should 
continue to use the brand page, and to remain involved with the firm’s products and services that are offered on the 
brand pages. 


Below is a depiction of the conceptual model for the study, which is underpinned by SOC theory, as explained 
above. 


FIGURE 1 
PROPOSED CONCEPTUAL MODEL 
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Online social interaction propensity as an antecedent of engagement 


Despite the commercial relationships between brands and consumers in Facebook brand pages, consumers visit 
social media platforms to satisfy their own personal needs (Erkan & Evans 2018:617). A consumer’s willingness 
to interact with others in an online environment can influence their behaviour with regard to how they engage 
and participate online (Blazevic et al., 2014:90); thus, the consumer’s intention and willingness (social interaction 
propensity) to interact (engage) are of importance. Online social interaction propensity (OSIP) refers to an individual’s 
trait-based predisposition to participate in online interactions (Wiertz & de Ruyter, 2007:358). 


This means that OSIP is an individual characteristic, which is underlying to a consumer’s preferences for online 
interaction, as well as their interaction behaviour in varying online contexts. OSIP illuminates consumers’ need to and 
proneness to interact with other consumers online (Blazevic et al., 2014:87). Consequently, one could not investigate 
OE without taking OSIP into account. 


It has been argued that OSIP is a different construct than, for example, the willingness to communicate offline 
(Blazevic et al., 2014:89). Also, it has an indirect influence on the intention to purchase social media commerce 
(s-commerce) (Bianchi, Andrews, Wiese & Fazal-E-Hasan, 2017:484), and consumers’ willingness to interact with 
others in an online environment can influence their behaviour with regard to how they engage and participate online 
(Blazevic et al., 2014:97). 


Online interaction by consumers is a valuable information source; and it has a positive impact on sharing experiences, 
resulting in higher levels of participation — meaning that OSIP has a positive association with engagement behaviour 
(Blazevic et al., 2014:87). When thinking about SOC theory, one of the four elements — integration and the fulfilment 
of needs — are strongly linked with OSIP. This implies that consumers with a strong need for online social integration 
would probably ‘Like’ a Facebook brand page, in order to become a member, and thereby fulfil this need. 


Fulfilling this need implies interacting and participating in the community. When members of a community feel that 
their needs are being met through participating in the community, they might be even more prone to engage with 
other members in the community. Furthermore, a major contribution of OSIP is the explanatory power it has for online 
engagement (Blazevic et al., 2014:89). Therefore, it is hypothesised that: 


H:: Online social interaction propensity significantly predicts online engagement. 


Consumers willingness to interact with others in an online environment is also evident in the behavioural perspective 
of OE, since consumers interact or engage in certain activities on Facebook brand pages. 


Online engagement activities 


Participating in brand-related activities online, reflects the behavioural perspective of OE (Freitas and Almeida, 
2017:88). Various studies have attempted to explain and create typologies related to consumers’ online activities 
(Blazevic et al., 2014:87-100; Muntinga et al., 2011:13; Tsai & Men, 2013:77), depending on the level of involvement 
of consumers. 


Consumers’ online brand related activities (COBRAs) can be categorised into three dimensions or types, according 
to Muntinga et al. (2011:15-16). Each type has an increasing level of involvement with brand-related content on 
social media. The dimensions are (1) consuming (including activities, such as viewing pictures and videos, listening 
to audio, reading comments/reviews); (2) contributing (including activities, such as product ratings, joining a brand 
page, commenting on brand posts); and (3) creating (including activities, such as publishing brand-related weblogs, 
uploading video, audio, or images, writing brand-related articles and product reviews) (Muntinga et al., 2011:16). The 
commitment of members to specific social network site also influences them to create content (Wang, Cao, & Park, 
2019:484). 


Consumers’ online Facebook activities can also be considered, according to a typology developed by Tsai and 
Men (2013:84), which asserts that online brand related activities can either be based on reactive consumption, or 
on proactive contributions. Tsai and Men (2013:80-82) based their study on the work of Muntinga et al. (2011:13), 
mentioned previously, and they were the first to empirically test the conceptual items and typology of Muntinga et al. 
(2011:35-36). 


Instead of the proposed three factors, they only found proof of a two-factor solution: consuming activities and 
contributing activities (Tsai & Men, 2013:82). Another study also makes mention of a similar two category classification: 
lurking or observing behaviour (consumption activities) and posting or generating behaviour (contributional activities) 
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(Blazevic et al., 2014:88). Busalim, Razak Che Hussain and Fadhil Yusof (2017:6288) mention that CE can be 
described, according to an intensity level of, either user participation or involvement — which also suggests that online 
users can either actively participate or merely observe. 


Creating activities are explained to be the “ultimate level of online brand-related activity” (Muntinga et al., 2011:17) 
— implying that when consumers create and even contribute content, it is more valuable to a brand, than when 
consumers merely consume information. Previous research indicates that brands should pay more attention to, and 
even reward, consumers who actively contribute to the online community, since these consumers are more beneficial 
to the brand than other consumers (Gummerus et al., 2012:870). 


Consequently, consumers who engage in consuming activities are often neglected. Consumers engaging only in 
consuming activities are considered to be Lurkers; as they merely observe, and do not actively comment or create 
content on the brand page. Consumers engaging in contributing activities are considered to be Superfans, since they 
participate and are very visible on the brand pages. 


OE on brand pages in social media, through the various activities, such as sharing or commenting, hold the 
promise of benefits for the customer as well as, and more importantly, for the brand itself (Shi et al., 2016:587). 


Implications of online engagement 


Engagement that is viewed from a behavioural perspective can be linked to communication through digital 
technologies, such as SNSs and how consumers interact with firms, including purchasing and non-purchasing 
behaviour and consumer-to-consumer interactions with the brand (Gummerus et al., 2012:858). Companies are 
increasingly using SNSs to create and grow brand communities to take advantage of the various potential benefits of 
brand communities that are based on social media. 


Five implications or benefits were identified for the current study, that are reflective of the financial and non-financial 
implications for brands. These implications or benefits of OE are twofold and they can be divided into benefits for the 
customer (SOB) and benefits for the firm (financial value, social value and information value). Information value is 
divided into continuance of using the brand page and involvement with the firm’s products. 


For the customer, information pertaining to product details, promotions, price, availability and product, or brand- 
related aspects, can be used to optimise purchasing decisions (Lee et al., 2018:5107), and a brand page can also 
be a source of entertainment, when the brand related content employs humour, or any other emotional appeal. But, 
most importantly, Facebook is a platform where consumers can experience social interaction with other members of 
the Facebook brand community, when engaging in online activities (Phua, Jin & Kim, 2017:413), meaning that social 
ties and relationships are thereby formed. Consumers’ SOB is, therefore, especially important, when considering the 
benefits for the consumer. 


According to the existing research, there are several benefits of having engaged consumers on a Facebook 
brand page for the firm, since value co-creation is rooted in the fact that consumers are no longer merely passive 
participants; but they play an active part by creating value through engaging experiences. This means that value is 
no longer created merely inside the firm, but also outside of it, by the customers (Prahalad & Ramaswamy, 2004:5). 


Customers’ intention to shop or buy relates to financial value, peer communication (WOM) — as an indirect financial 
benefit — it also relates to social value, as well as to consumers’ intention to continue using the brand page and their 
involvement with the firm’s products relate to information and relationship value. 


Consumer benefits/implications 


Consumers are innately social beings and they need access to relationships and groups (Sacco & Ismail, 
2014:359), which relate to their need-to-belong. Whereas in the past, this need to belong was satisfied by face-to- 
face interactions, with the emergence of technology and social networks, this need can now be satisfied through 
computer-mediated-communication (Sacco & Ismail, 2014:359). Facebook is a platform where consumers experience 
social interaction with other members of the Facebook brand community, when engaging in online activities (Phua 
et al., 2017:413), meaning that social ties and relationships are formed, and thus SOB is especially important when 
considering the benefits for the consumer. 


Virtual brand communities are receiving increased attention as scholars, and marketing practitioners have 
realised the impact of brand communities, especially on customer engagement (Tsai & Men, 2017:2). Facebook 
brand pages allow consumers to engage with brands and other consumers who ‘liked’ the same page or group, and 
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these consumers often ‘like’ or comment on each other’s posts, creating thereby positive group dynamics, as well as 
a deeper sense of community, or of belonging to the group (Tsai & Men, 2017:17). 


SOB indicates a consumer’s feeling of attachment to, or identification with, a SNS, or, in this case, a brand page 
or group on Facebook (Lin, Fan & Chau, 2014:601). It is argued that SOB is developed and, more importantly, 
strengthened, when a consumer has a satisfactory usage experience with a SNS over a period of time (Lin et al., 
2014:602). As mentioned previously, Facebook users or consumers can participate in various online engagement 
activities, such as commenting on the brand’s, or on each other’s posts or making updates and this type of 
communication helps to maintain and enhance social connectedness in an online environment. Thus, a stronger 
connectedness that is created through online participation, would be likely to increase consumers’ SOB. 


SOB in an OBC can be explained through the element of membership of SOC theory (McMillan & Chavis, 1986:9). 
Members of a community typically want to help other members; and they are interested in jointly participating in such 
activities (Algesheimer et al., 2005:21), in this manner, thereby creating a SOB for consumers. Consumers tend to 
focus on the benefits of being members of a community, rather than on the costs thereof (Zheng, Cheung, Lee & 
Liang, 2015:92). 


The current research investigates SOB, as an outcome of OE activities, rather than as a predictor. The reasoning 
for this is because SNS users are reliant on the value they gain, when using SNSs; thus, the more value that is gained 
from using (participating in online activities), the more likely they would be to develop a SOB (Lin et al., 2014:602). 
SOB strongly relates to affective commitment, and Vivek et al. (2012:128) propose that customer engagement would 
positively associate with an individual’s affective commitment. Therefore as Facebook fans are members of the brand 
pages, SOC theory posits that they would feel a sense of belonging, and it is hypothesised that: 


Hz: Online engagement significantly predict a sense of belonging. 


Firm benefits/implications 


Consumers engage in anumber of activities or behaviours that reinforce their relationship with a brand (Gummerus 
et al., 2012:858). They are inclined to go beyond merely purchasing products (financial implications/value) (Thakur, 
2018:48), with several additional benefits for the firm (non-financial implications), such as recommendations, WOM, 
value co-creation, building and enhancing relationships, customer insights and information, brand trust and loyalty 
(Pongpaew, Speece & Tiangsoongnern, 2017:262; Seller & Laurindo, 2018:191; Thakur, 2016:151). 


Khan, Hollebeek, Fatma, Islam, and Rahman, (2019:171) posit that consumers are increasingly making use of 
online services and purchases and therefore, research in this domain is imperative, in order to gain insight into the 
benefits that brands stand to gain. 


During 2018, the use of online purchasing was on a steady rise, with almost 70% of adults that are active online, 
making use of some form of online purchasing (BusinessTech, 2018). Saygili and Sututemiz (2020:61) confirm that 
online purchasing should be treated and viewed differently to physical or traditional purchasing. With the growth in 
SNSs, it has been suggested that consumers are increasingly considering social media to make online purchases 
(Bianchi et al., 2017:467). Social commerce — when consumers make purchases through a firm’s social media page 
—is still a relatively new and unexplored concept. Social commerce has evolved from, and is believed to be a subset 
of, e-commerce, combining the latter and social network sites (Algharabat, & Rana, 2020:1). 


Consequently, social-commerce is more interactive and participatory than e-commerce, since it includes user 
generated content; the business goal is socially related; and it focuses on sharing information, collaborating and 
networking, where the consumer is part of an interactive community (Busalim et al., 2017:6288). Thus, it can be seen 
that s-commerce includes a wider range of activities, of which shopping is merely one. 


According to Bhattacharyya, and Boseb, (2020:1) s-commerce is on the rise and research into this area is till 
unexplored. A strong association with a brand community suggests that group members are more likely to purchase 
and support the brand (Wilimzig, 2011:20), and as consumers get involved with the brand community, they are also 
more inclined to be influenced by, and to follow the purchasing behaviour, of other community members (Punjumiemi, 
2009:77). 


WOM marketing in an online context is defined by Hennig-Thurau, Gwinner, Walsh and Gremler, (2004:39), as 
“any positive or negative statement made by potential, actual, or former customers about a product or company, 
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which is made available to a multitude of people and institutions via the Internet.” Due to the nature and advancement 
of technology, it is appropriate to look at WOM in an online context (Islam and Rahman, 2016:46). WOM also helps 
firms to increase sales (Romero, 2017:3). Social media has opened a dialogue between firms and its consumers that 
allows for information to be exchanged (Seller and Laurindo, 2018:191). This is of significance, as in the past firms 
had one-way communication channels via, for example, television and radio. Very little interaction, or none, took 
place between consumers and the firm. 


Previous research indicates that consumers who engage with brands through SNSs experience a stronger 
connection with the brand and they would then, in turn, share information about the brand through WOM (Andrews, 
Bianchi, Wiese, Cuneo & Fazal-E-Hasan, 2018:33). Existing research also demonstrates that customer engagement 
leads to recommendations and brand advocacy (Potdar, Joshi, Harish, Baskerville & Wongthongtham, 2018:22). 
WOM that is consumer-created information is more credible than brand-created information, because of the 
trustworthiness of the information source (Thakur, 2018:50). This is evident from WOM, which is, to some extent 
responsible for consumers’ purchasing decisions (Bughin, Doogan & Vetvik, 2010:2). Therefore, it can be considered 
as non-transactional financial benefits to the firm. For the purpose of this study, WOM is seen as peer communication 
about a brand, or brand community, or user generated content that translates into social value, or a non-financial 
benefit to brands. 


Insights gained as a result of consumers’ involvement with a firm’s products on brand pages (for instance, product 
reviews or complaints) provide valuable information to help guide marketing and managerial strategies and decision- 
making. Increasing the interaction or involvement of consumers or community members assists in developing stronger 
relationships between members and the firm, which in turn also adds value to the brand. 


Algharabat, Rana, Alalwan, Baabdullah & Gupta (2020:3) postulate that involvement can be explained as the 
extent to which a consumer feels that the brand aligns with their own interests and needs. This indicates that a 
consumer will be involved with a brand, engage with the brand; and that this will in the end lead to benefits for the 
brand. 


For example, Starbucks, a firm with a strong online presence, with 37 190 027 likes, as of August 2018, uses 
information gathered from their OBC to inform strategy — with great results (Radeke, 2015). Starbucks designed their 
brand community with the consumers in the centre of it all — consumers sharing their passion for coffee, and other 
Starbucks products, thereby generating content that would inspire other potential customers, and creating information 
that the brand could use. Consequently, an engaged brand community with members, who are strongly involved with 
a firm’s products online, is a valuable asset for a firm (Radeke, 2015). 


It was found that involvement with a firm’s products also has a positive effect on customer satisfaction (San-Martin 
& Lépez-Catalan, 2013:156). Furthermore, Vivek et al. (2012:133) proposed that engagement is positively associated 
with involvement with the brand via the brand’s community. 


Consumers’ intention to continue using the brand page refers to consumers’ willingness to continue visiting, 
participating and interacting with the brand page (Shi et al., 2016:586-587). According to Verhoef, Reinartz, and Krafft 
(2010:), engagement is anticipated to contribute to retention and to repeat behaviour. It was found that consumers 
join fan pages quite easily, but they need valuable information and a fun and entertaining experience, in order to be 
satisfied and to inspire their loyalty, which ensures continued usage of the page (Huang & Chen, 2018:133). 


Emotional reactions of consumers, which are linked to the shared emotional connection of SOC theory, also 
contribute to long-term usage of the brand page (Lin et al., 2014:601), implying that content evoking the correct 
emotion or emotional connection shared with other members could lead to continued usage, which connects members 
with each other (SOB), as well as to the brand in the OBC. Chahal et al., (2019:201) confirmed that engagement leads 
to loyal behaviour, such as continued usage. 


When considering the SOC theory, all four elements (membership, influence, integration and the fulfilment of needs, 
as well as shared emotional connection) underpin the implications, or the benefits for the firm. Firstly, membership 
is needed, in order to be a part of the brand community, and this is initiated by ‘liking’ or joining a brand page. As 
long as the members of a community have a strong need to belong, they will remain members of the community, and 
therefore, their needs would thereby be fulfilled, by continuing to use the brand page. Their involvement with the firm’s 
products would also mean that the community is integrated into their lives and this would be reinforced with continued 
usage. Shared emotional connection means that members share experiences not only with the brand, but also with 
one another, which relates to WOM (social value). 


Online engagement: Implications of the ‘Like’ button 119 


This indicates that members, through their various activities, would also influence one another, which could 
eventually lead members to buy the firm’s products; and this relates to financial value. Members in a brand community 
are inclined to support the products and brands related to the community (Muniz & O’Guinn, 2001:9). Moreover, SOC 
drives consumers to participate in social online brand communities, as well as leading to positive word-of-mouth; 
since consumers enjoy sharing their experiences on social media platforms (Swimberghe et al., 2018:171; Alalwan 
et al. 2017:1181, 1186). 


Consumers interact with other consumers on SNS, such as Facebook brand pages, in order to gather information 
about a brand and its offerings, and this interaction via engagement behaviour, influences purchase behaviour (Yahia, 
Al-Neama, & Kerbache, 2018:17). In addition, members of a SNS brand community have a more positive view of the 
brand and frequently, this causes an increased purchase intention (Beukeboom, Kerkhof, & de Vries, 2015:27). 


Based on the above-mentioned discussion and the SOC theory, it is hypothesised that: 

Hs: Online engagement significantly predicts purchase intention. 

Ha: Online engagement significantly predicts WOM. 

Hs: Online engagement significantly predicts the continued intention to use Facebook brand pages. 


He: Online engagement significantly predicts online involvement with a firm’s products through Facebook brand pages. 


METHODOLOGY 


Sampling, data collection and the measurement instrument will be discussed in this section. 


Sampling and data collection 


The target population from which the data that were collected consisted of adults (18 years and older), who belong 
to a Facebook brand community, residing in South Africa. A sample size of 381 useable responses was collected 
through the use of non-probability convenience sampling. The data were collected by a reputable market research 
firm through the use of a consumer panel that was utilised. Participation in a consumer research panel is done on a 
voluntary basis; and incentives are provided. 


These incentives are based on the agreement between the panel member and the research company. Individuals 
who participate in consumer-research panels give their consent to participate in research studies upon their registration 
for the research panel. These individuals gave their consent again, before participating in the specific survey. This 
means that every consumer panel member goes through a double opt-in process before participating in the study. 


The consumer panel members also have the option to opt out at any given in time during the survey. A link with 
the questionnaire was sent to the participants, who are panel members of the market research firm, in order to enable 
them to complete the questionnaire. 


Measurement instrument 


The scales used in the study were drawn from the existing literature; and they are reflective of the context of the 
study. All items, except for behavioural engagement activities, were measured on a 5-point Likert scale, which ranged 
from 1 (strongly disagree) to 5 (strongly agree). Behavioural engagement activities were measured by asking the 
consumers how frequently they participate in various Facebook activities on a 5-point scale ranging from 1 (never) to 
5 (very regularly, i.e. all the time). 

Behavioural engagement activities were measured by asking the respondents how often they participated in 
activities such as “viewing photos” and “reading user comments”. The items were adapted from Tsai and Men 


(2013:80); and eleven specific activities were identified. Blazevic et al. (2014:92) contributed, from their findings, the 
concept of online social interaction propensity; and a four-item scale was used, which included items, such as: “I am 


someone who likes actively to participate in the online discussions”. The scales adapted from Lin et al. (2014:603) 
included SOB — four items (for example, “I feel as if | belong with others involved in the firm’s/brand’s Facebook 


page”). 
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Continuance intention — three items (for example, “| expect my engagement with the firm’s/brand’s Facebook 
pages to continue in the future) and the intention to engage in online shopping — three items (for example, “If it was 
available, | would plan to purchase products or services directly through the firm’s/brand’s Facebook pages”). San- 
Martin, L6pez-Catalan, and Ram6én-Geroénimo’s (2013:362) three-item scale measures’ involvement with the firms’ 
products, and this included items, such as “My level of involvement with the products and services offered through 
the firm’s/brand’s Facebook pages to which | belong, is high”. 


The peer communication (WOM) five-item scale of Wang, Yu, and Wei (2012:203) included items, such as “I talk 
to my social media friends about the firm’s/brand’s- Facebook pages to which | belong”. 


Information of the frequency-of-use and the demographics were collected and there was also a screening 
question to ensure that the respondents belonged to Facebook brand pages. Dessart (2017:376) notes the benefits 
of investigating multiple-brand communities; since this does not limit the scope for generalisability. Therefore, the 
focus of this study was not merely on one brand’s Facebook page, but rather it included numerous Facebook brand 
communities. Ethical clearance for the study was obtained, and the questionnaire was pre-tested with 20 members of 
the proposed sample population. No foreseeable problems were identified. 


RESULTS 


Confirmatory factor analysis (CFA) was used to validate the factor structure. This was followed by structural 
equation modelling (SEM) to test the hypotheses. The SEM analysis was conducted by using the IBM AMOS version 
25. The purpose of this analysis is to evaluate the structural relationships of the variables specified in the conceptual 
model (Figure 1). The choice of IBM AMOS was motivated by its covariance approach, which provides more robust 
estimations of the model-fit indices, as well as by its visual representation of the measurement model. 


Before presenting the CFA and the SEM results, the demographic profile and the descriptive statistics are provided, 
in order to give an overview of the sample. 


Demographic profile of the respondents 


The demographic data of the respondents in the sample are presented in Table 1. 


TABLE 1 


slightly skewed towards females and more mature 
respondents. Almost half of the respondents were N 
36 years and older. The reason for this could be 














Gender 
that the demographics of a typical Facebook user Male 176 46.2 
i tions; while th , 
are moving towards the olde generations; i ile ie Female atk see 
younger generation are switching to other social media naa a ‘G6 
Ola! 
platforms, such as Snapchat (Chaffey, 2018). A 
ge 
The sample was fairly educated, with more than 18-35 95 25.0 
half of the respondents having a tertiary qualification. 36-55 181 475 
The majority of the sample (58.2%) were serious 56+ 105 27.6 
social media users, spending more than four hours a Total 381 100 
week on social media, while 41.2% of the sample spent Education 
at least four hours or more on Facebook. As many Schooling 94 247 
as 4% of the sample were extremely heavy users of Post-school diploma / university degree 178 46.7 
Facebook, spending more than 20 hours per week on Post-graduate university degree 105 27.6 
Facebook. Other 4 1.0 


Total 381 100 
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The measurement model 


CFAwas performed to test the measurement model before using itin further analysis (Anderson & Gerbing,1988:411). 
The factor structure of the items in the measurement model was validated by performing CFA. Based on the initial 
results, six items were excluded from further analysis, because of their high standardised residual covariance 
coefficients, which were above 2.4 (Hair, 2014:654); while the remaining 27 items were kept for further analysis. One 
item was deleted from OSIP (OSI1 - initiating dialogue), and another two items were deleted from the WOM construct 
(PC4 and PC5). One item was removed from the SOB (SB4), and two items were removed from the engagement 
activities (ACSU1 and ACSUS5). 


An exploratory factor analysis of engagement activities revealed a two-factor structure similar to that of Blazevic et 
al. (2014:93). While Tsai and Men (2013:80) divide the items into contributing activities and consuming activities. The 
decision was therefore made to distinguish between the two main types of activities, as suggested in the literature: 
consumption engagement activities (such as viewing photos or videos and reading comments and reviews) and 
contributing engagement activities (such as posting comments, asking questions and uploading content). 


Consequently, each stated hypothesis was split into ‘a’ and ‘b’, in order to reflect the two factors. Those respondents 
who participate in consuming activities are named ‘Lurkers’; while those consumers who participated in contributing 
activities are named ‘Superfans’. 


The measurement model indicates a significant Chi-square (y2 =652,708; p value= 0.00; df =296). The overall 
model fit for the CFA model is deemed good, with the following fit indices (fit indices’ thresholds adapted from Hair, 
2014:654): Comparative Fit Index (CFI) = 0.953; Normed Fit Index (NFI) = 0.918; Tucker-Lewis Index (TLI) = 0.944; 
while the Root Mean Square error of Approximation (RMSEA) = 0.056 (Hooper, Coughlan and Mullen, 2008:53-60; 
Hu and Bentler, 1999:1). 


Reliability and validity assessment 


Convergent validity and discriminant validity are assessed and reported in the following section. 


Convergent validity 


Convergent validity was assessed by investigating the average variance extracted (AVE) (Fornell & Larcker, 
1981:42), as well as the factor loadings. All the factor loadings exceeded 0.5; and they were all significant (Malhotra, 
Nunan & Birks, 2017:361), except for OSI2 (involved in online discussions) (0.39). Factor loadings of 0.3 to 0.4 
are also acceptable, should the sample size be at least 350; therefore, 0.39 is accepted as being significant (Hair, 
2006:321). Cronbach’s alpha was used to measure the internal consistency of the various constructs and Composite 
Reliability (CR) to make the reliability analysis more robust. 


All the constructs had good internal consistency, as is evident in the CR; and they all had Cronbach’s alpha values 
above the recommended 0.7 threshold (Bagozzi and Yi, 1988:82; Nunnally, 1978:244). 


The information above, statistically confirms that there is convergent validity in all items in the final measurement 
model, meaning that all the items selected are good measures of their respective constructs. 


From Table 2, it is evident that convergent validity was established in all instances. 


Discriminant validity 


Discriminant validity was assessed by using the Fornell and Larcker (1981:42) method, which refers to the square 
root of the AVE, which should exceed the shared correlations between each pair of constructs, in order to confirm that 
the constructs are indeed unique (Malhotra et al., 2017:362). Table 3 shows the results confirming the discriminant 
validity of the majority of the constructs. The diagonal element in bold represents the square roots of AVEs. The off- 
diagonal elements represent the correlation coefficients. 


Table 3 suggests some discriminant validity concerns in the final measurement model. As the Fornell and Larcker 
(1981:42) criteria provide a rule-of-thumb, in which sampling errors are not taken into consideration, the constructs 


122 The Retail and Marketing Review: Vol 16 Issue 2 (2020) 


RELIABILITY AND VALIDITY ASSESSMENT 


TABLE 2 
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Construct Items Factor loadings Cronbach CR AVE 
SB1 0.83 0.890 0.890 0.729 
Sense of belonging SB2 0.84 
$B3 0.89 
PC1 0.80 0.842 0.846 0.647 
Peer communication PC2 0.84 
PC3 0.77 
Inv1 0.75 0.847 0.850 0.654 
Involvement Inv2 0.83 
Inv3 0.84 
Con 0.89 0.923 0.923 0.801 
Continue to use Con2 0.92 
Con3 0.88 
Shop 0.90 0.945 0.945 0.852 
Shop Shop2 0.95 
Shop3 0.91 
Osi2 0.39 0.748 0.791 0.582 
Online social interaction propensity OsI3 0.89 
OSI4 0.89 
Acsu2 0.67 0.805 0.808 0.514 
Activities consume Acsu3 0.77 
(Lurkers) Acsu4 0.73 
Acsu6 0.68 
Acon1 0.84 0.894 0.897 0.637 
_ Acon2 0.85 
oma Acon3 0.86 
Acon4 0.72 
Acon5 0.71 
*All factor loadings were significant at the 0.05 level 
TABLE 3 
DISCRIMINANT VALIDITY, CORRELATION AND SQUARE ROOT OF AVES MATRIX 
SOB Act_cont Peer com os! Shop Cont use Involvm Act_cons 
SOB 0,854 
Act_cont 0,664 0,798 
Peer com 0,880 0,681 0,804 
Os! 0,049 0,084 0,025 0,763 
Shop 0,606 0,409 0,627 0,045 0,923 
Cont use 0,661 0,419 0,653 -0,007 0,620 0,895 
Involvm 0,807 0,601 0,775 0,019 0,652 0,802 0,809 
Act_cons 0,720 0,758 0,702 -0,016 0,487 0,726 0,759 0,717 
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that showed weak discriminant validity were subjected to further testing, by subjecting them to the test of Bagozzi 
and Phillips’s (1982:465), which examines the differences in the Chi-square values between the unconstrained CFA 
model and the nested CFA model. A Chi-square value greater than 3.84 indicates that the two constructs are unique. 


The results indicated in Table 4 confirm the discriminant validity for all the constructs; and therefore, no constructs 
were excluded in the following analyses. The relationships identified in the measurement model fit the data satisfactorily. 
All the instruments used in the measurement model were reliable and valid in the context of this study. The structural 
model is discussed next. 


TABLE 4 
DISCRIMINANT VALIDITY FOR CONSTRUCTS WITH WEAK DISCRIMINANT VALIDITY 





Chi-square difference tests 











Constrained CFA model Unconstrained CFA model Chi-square difference 
Constructs Chi-square Df Chi-square Df 
Peer communication & SOB 85.771 9 80.883 8 4.888 (df=1) 
Consume activities & SOB 50.410 14 20.800 13 29.610 (df=1) 
Consume activities & contribute activities 173.073 27 134.108 26 38.965 (df=1) 
Consume activities & continue usage 66.619 14 20.725 13 45.894 (df=1) 
Consume activities & involvement 70.721 14 39.536 13 31.185 (df=1) 





The structural model 


SEM was used to test the hypothesised paths, because of its ability to test the relationships in the model, as well 
as the overall model fit. The following satisfactory fit indices were displayed: (Chi-square =828,847; p value= 0.000; 
df= 304) (CMIN/DF=2.735; AGFI = 0.841; TLI = 0.920; CFI = 0.931, RMSEA = 0.068) (Hooper et al., 2008:53-60; Hu 
& Bentler, 1999:1). 


It may be concluded that the structural model fits the data satisfactorily. Therefore, the structural model was used 
with confidence to test the research hypotheses of the study. 


Results of hypotheses testing 


The results of the hypotheses are provided in Table 5 below, followed by a discussion thereof. According to the 
results, only three out of the 12 proposed hypotheses were not adequately supported. 


Based on the results in Table 5, the antecedent identified for online engagement, OSIP, was not significant: (8=0.01 
p<0.05 for consumption) (8=0.09, p<0.05 for contribution); thus, the hypotheses H1a and H1b are not supported. 


All five of the implications are significantly predicted by OE, except for continued intention (B=-0.02, p<0.05 for 
contribute), suggesting thereby that H5b is not supported. The rest of the hypotheses (H2a, H2b, H3a, H3b, H4a, H4b, 
H5a, H6a and H6b) are all supported. Surprisingly, all the consuming engagement activities had stronger relationships 
than the contributing activities, suggesting that consumers who participate in consuming activities (Lurkers) could be 
of more importance than was previously anticipated. 


A high percentage of variance of the implications of online engagement is explained in the model by the various 
constructs, ranging from R2 = 0.45 (intention to shop), to R2 = 0.85 (involvement with the firm’s products), with R2 = 
0.65 (SOB) R2 = 0.71 (WOM) and R2 = 0.78 (continued usage). 


It is apparent from the results that consuming engagement activities have a stronger positive effect on the various 
implications/benefits of OE than do the contributing activities. Of the various implications, continued usage and 
involvement with the firm’s products are the strongest implications of consuming engagement activities. By contrast, 
SOB and WOM are the strongest implications for contributing engagement activities. 


In direct opposition to the findings of the study of Shang, Chen, and Liao’s (2006:41 2), this study found that continued 
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intention is not an outcome of the contributing-engagement activities. Furthermore, in contrast with the findings of 
Carvalho and Fernandes (2018:32), who found that WOM is one of the strongest implications of engagement, this 
was not the case for consuming- engagement activities in this study. Although WOM was significant, it was weaker 
than some of the other implications. 


DISCUSSION 


The aim of the study was to explore the implications of online engagement from a behavioural engagement 
perspective within Facebook brand communities, through a sense-of-community lens. Furthermore, the study set 
out to determine whether OSIP drives OE, the benefits for brands and the consumers of OE in Facebook brand 
communities, and the applicability of COBRAs as an OE behavioural measurement indicator. 


The study’s findings show support for most of the relationships between OE activities on the brand pages and 
the implications/benefits thereof for both the firms and the consumers. This, therefore, indicates that the SOC theory 
could justly be used to explain the various relationships proposed in this study; and that it is an applicable theoretical 
lens, through which to investigate OE. 


However, contrary to previous research (Blazevic et al., 2014:97), this study found that OSIP is not an antecedent 
of OE. This could be due to the fact that social media have become so integrated into the daily lives of consumers that 
their willingness to share information online is no longer a relevant consideration for marketers. Another explanation 
could be that the results were due to this study being executed within the existing brand communities — implying 
thereby that it already addresses the need for online social interaction. 


TABLE 5 
HYPOTHESES’ RESULTS 























H Hypothesised path SRW P value Remark 

Hia Online social interaction | Online engagement (Consume) 0.01 0.899 Not supported 
H1b Online social interaction 1 Online engagement (Contribute) 0.09 0.136 Not supported 
H2a Online engagement (Consume) | SOB 0.70 _ Supported 
H2b Online engagement (Contribute) 1 SOB 0.41 * Supported 
H3a Online engagement (Consume) | purchase intention 0.66 me Supported 
H3b Online engagement (Contribute) purchase intention 0.11 0.018 Supported 
H4a Online engagement (Consume) 1 WOM 0.69 uP Supported 
H4b Online engagement (Contribute) 1 WOM 0.48 on Supported 
H5a Online engagement (Consume) | continued intention 0.89 = Supported 
H5b Online engagement (Contribute) 1 continued intention -0.02 0.711 Not supported 
H6a Online engagement (Consume) | involvement with firm products 0.90 ane Supported 
H6b Online engagement (Contribute) f involvement with firm products 0.21 ae Supported 





Note: H=Hypothesis; SRW=Standardized regression weight; ***=Significant at p<0.05 
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This study attempts to fill the knowledge gap about what benefits, if any, can be derived by firms and consumers 
through OE in OBCs. It is evident that OE indeed has several positive implications/benefits. OE activities, which are 
categorised into consuming activities and contributing activities, had varying results, in relation to the implications/ 
benefits of OE. Consuming activities are an overall stronger predictor of the various implications/benefits of OE. 
Usually, brands tend to focus more on the Superfans (Gummerus et al., 2012:870); and they are inclined to neglect 
the Lurkers; but the results of this study have proved that this is not necessarily the best approach; and that there lies 
a lot of value in the lurking community (Barnes, 2018:27). 


Regular posting and commenting behaviour do not mean that Superfans are the most beneficial to the brand; the 
consumers who log in regularly to visit the page, even though they do not actively contribute to the brand page, are 
far more likely to become beneficial fans. This indicates that two separate strategies should be executed by firms, 
in order to engage with both Lurkers and Superfans, making use of the particular activities, with which each group 
participates, in order to increase the benefits for the firm. 


‘Creating’ activities are generally seen as the “ultimate level of online brand-related activities” (Muntinga et al., 
2011:17) — thereby implying that when consumers create and even contribute content, it is more valuable to a brand, 
than when consumers merely consume the content. Previous research indicates that brands should pay more attention 
to and reward those consumers, who actively contribute to the online community, as they are more beneficial to the 
brand, than other consumers (Gummerus et al., 2012:870). This, however, is not supported by more recent research. 


From this study, it is evident that both Lurkers and Superfans enjoy a sense of belonging; although the Lurkers 
experience a stronger SOB to the brand fan page. This might be due to the fact that the SOB is more of a passive 
feeling, than of active behaviour; and it is thus reflected in the consuming engagement activities, which include more 
passive behaviour than active-contributing participation. The reason why contributing engagement activities are, in 
fact, a weaker predictor of SOB than consuming engagement activities could be due to consumers’ lack of trust in the 
community, and consequently increasing trust could lead to increased participation (Shang et al., 2006:412). 


The study by Sacco and Ismail (2014:362) showed the positive effects of interacting with other consumers in a 
virtual environment; but this current study adds to the conversation, by dividing these interactions into two categories 
(consuming and contributing), thereby expanding the current knowledge available on SOB. These findings are in line 
with those of Blazevic et al. (2014:97). However, this reseach has failed to find the three factors (consume, contribute, 
create), as suggested by Muntinga et al. (2011:35-36). 


When firms allocate marketing expenditure to social media, it is valuable to know whether consumers will purchase 
from the brand or firm, and which would then have an impact on future planning and strategies. Both Lurkers and 
Superfans are likely to purchase products or services from the brand, which means that the more engaged they are, 
the greater the likelihood that they will purchase. This is in direct contrast to the findings of Bushelow (2012:4), who 
found that engagement with Facebook brand pages do not necessarily result in purchasing intention or financial 
benefits. 


This is positive news for brands because it is costly to create and maintain a brand page. When consumers 
purchase the brand because of the brand page, the firm generates a return on the investment. 


Both consuming and contributing online engagement activities significantly predict social value (WOM), which is 
explained like the findings of Seller and Laurindo (2018:200). WOM spread by consumers is not only more credible 
than company generated content; but it also has the benefit of creating trusting relationships amongst customers, 
and the brand and being low-cost for brands (Romero, 2017:3; Thakur, 2018:50; Tsai & Men, 2013:79). Contrary 
to expectations, Lurkers are more likely to engage in WOM communication about the brand. This surprising result 
alludes to the idea that Lurkers could be ‘under-cover’ brand advocates, suggesting yet again that Lurkers are more 
beneficial for firms than the so-called Superfans. 


Members’ involvement with the firms’ products could be illustrated by the following examples: when Superfans 
post a video of a specific product, or when Lurkers read the reviews of a product from other members of the brand 
community. Continued intention and involvement with firm products are regarded as valuable sources of information, 
which marketing managers can use to strategize and improve the decision-making of the firm (Radeke, 2015). 
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These two constructs are also the strongest implications/benefits of consuming online engagement. Consuming 
engagement activities significantly predict both continued intention and involvement with the firm’s products. Thus, 
the more consumers are participating in consuming-engagement activities, the greater the likelihood that they will 
continue to use the Facebook brand page and be involved with the firm’s products. Marketing strategists can derive 
great informational value from these outcomes, in terms of consumer feedback and user-generated content. 


Consistent with previous research (Gummerus et al., 2012:868), contributing engagement activities also proved to 
predict the majority of the implications/benefits of online engagement, as discussed above, though with one exception. 
Interestingly, contributing engagement activities does not predict the continued usage of the Facebook brand page; 
since Superfans might stop engaging after their desired goal is reached. This casts a shadow on the possible loyalty 
of the Superfan, because of the non-significant results of contributing activities and continued usage. 


A possible explanation for this result can be found in the study of Seller and Laurindo (2018;200-202), who 
alluded to the fact that brand pages on social media are also used to forward complaints and suggestions to the firm 
(indicating contributing engagement activities), whilst brand communities often share a more intense consciousness 
of kind and moral responsibility (consuming engagement activities). Thus, Superfans might only join the brand page 
to complain or to review; and they might then leave the page again, meaning that they are involved with the firm’s 
products, and then discontinue usage of the brand page after a short period of time whereas Lurkers, are there for the 
long term, in order to build and maintain relationships. Firms should thus focus on Lurkers for long-term involvement 
and the use of their brand pages, while remembering that Superfans’ use and involvement may be more fleeting and 
of less value to the brands. 


Although the results confirm the applicability of COBRAs to measuring OE in Facebook brand pages, they did not 
reveal the suggested three-factor structure (Muntinga et al., 2011:15-16), but rather a simplified two-factor structure, 
similar to that of Blazevic et al. (2014:97). The anticipated creating and contributing factors merged into one. 


The decision was consequently made to distinguish between consumption-engagement activities (such as viewing 
photos or videos and reading comments and reviews) as is evident from ‘Lurkers’ and their contributing engagement 
activities (such as posting comments, asking questions and uploading content), that are usually associated with the 
‘Superfans’. Surprisingly, in contrast with previous literature (Tsai & Men, 2013:84) and the common belief in the 
industry, which maintains that real marketing success can only be derived from the Superfans (Olenski, 2016) and 
that the contributing activities performed by Superfans or Fanatics are the be-all and the end-all, this study found that 
this is not necessarily the case. 


It is clear that the often-overlooked stepchild of brand fan pages, Lurkers, should not be underestimated. The value 
of Lurkers is evident in the results of the study, which clearly show that Lurkers could be even more valuable than 
the so-called contributing Superfans. One can only speculate about the possible reasons for the weaker relationship 
between contributing engagement activities and the benefits for the brand. One explanation could be that Superfans 
have a short-lived self-gratification type of reasoning for actively engaging in brand pages. They engage in fulfilling 
egocentric and self-centred goals, such as solving their own short-term problems. 


It could be possible that Superfans would visit brand pages less frequently; and that they are not in it for the 
community with other members, but for their own benefit. Lurkers might visit brand pages more regularly, which could 
indicate that they care about other members and are silently the brand’s biggest fans. Therefore, visiting the page 
not only for their own gain, but also for the community — and firms can use this information to their own advantage 
(Chuah, 2014). 


MANAGERIAL IMPLICATIONS 


Our findings are in-line with those of Demiray and Burnaz (2019:121), who stated that engaged brand community 
members are valuable to brands because of their WOM communication and purchase intentions. Marketing managers 
can manage consumers’ perceptions of participating in brand communities more effectively; since they have real- 
time feedback from community members on social media platforms (Strong, 2017). Understanding OE can provide 
valuable insights for managers to guide them in crafting more effective social media campaigns and content strategies. 
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It would be worthwhile to develop two separate strategies to engage with Lurkers and Superfans, in order for firms 
to achieve the desired benefits. 


Regarding the implications of OE, Lurkers are the heart and soul of firms, providing more benefits on the basis 
of their engagement efforts. Specific tactics should be used to target Lurkers, as they are only prone to consuming 
activities. Firms can encourage Lurkers to be more involved in their brand pages by motivating them to post product 
reviews (contributing activity), which are linked to competitions and an option, in which consumers vote for the most 
useful comment or review. 


Firms should further motivate Lurkers by rewarding them with discounts or vouchers for future purchases, thereby 
also encouraging them to continue using the page. In addition, Lurkers might then be enticed to shop even more 
frequently. When it comes to purchasing decisions, ‘decision simplicity’ comes to the fore, which means that marketing 
managers should simplify the purchasing process, as far as possible; since this could increase purchase intention. 
Comparing different options and finding relevant information relating to potential purchases should be easy. 


Firms could consider launching very simple yes/no polls, to determine what information on a Facebook brand 
page is perceived as valuable, and then to create content based on that information. A yes/no poll does not require 
Lurkers to create content, which is why it would probably be a successful tactic to use. As WOM is an implication of 
OE, care should be taken when trying to engage Lurkers with WOM. Because Lurkers do not create their own content, 
firms should be considerate of this and they should rather provide links to specific information or promotions, so that 
Lurkers can easily share it. 


Photos, pictures or videos of products should be readily available for Lurkers to share. Firms should consider 
creating unique hashtags that are associated with the brand, in order for Lurkers to be able to share easily brand- 
related information. Opportunities should be provided to rate the firm’s products on the Facebook brand page; since 
this could produce WOM and keep Lurkers involved with the products, without having to generate original content 
themselves. 


Firms also need to develop tactics to engage Superfans; so that they would contribute more on the Facebook 
brand pages, because their contributions create content for Lurkers to consume, as well as providing feedback for 
brands. Firms should make sure that Superfans’ needs are being met; and that they feel that the firm cares. Firms 
could do this by ensuring that Facebook brand pages are being actively managed and kept up to date with the latest 
information and promotions. This could also be done by answering queries with short lead times. 


As Superfans may not necessarily continue to use a brand page, once their initial needs have been met, brands 
should encourage repeat visits by, for example, the earning of badges or rewards for various activities performed. 
Each new badge could be linked to a reward. It is possible that one of the reasons why Superfans belong to a 
Facebook brand page is for their own gain, and a tactic to employ in such a case could be rewarding Superfans for 
referring friends to also join the OBC: for each referral, they could earn a reward. 


A points system, based on the various activities performed could also be implemented, so that Superfans can 
move up levels that would earn them new rewards for each level. Rewards can be linked to discounts for online 
purchases, or vouchers for in-store purchases, to also encourage purchasing behaviour. These visible rewards, such 
as badges or status updates, should appeal to Superfans’ egocentric and self-centred goals. It is thus important for 
brands not to mistake Superfans’ obvious contributing activities for loyalty, or even for brand appreciation. Loyalty 
and reward programmes could increase Superfans’ intention to continue using the firm’s Facebook brand page and 
to increase their emotional connection with a brand, thereby leading to greater experiences, and eventually, to long- 
term relationships with the firm. 


The timing of company posts on Facebook brand pages should be done with care, as this would determine 
whether Superfans pay attention to them and share them with others, thereby increasing WOM. Firms should change 
and update the content on their Facebook pages regularly, in order to keep Superfans interested and involved with 
the firm’s products. The latest trends and fads could aid in creating a buzz for the firm; but substantial and valuable 
content should also be available, in order to create repeat visits and particularly loyalty. 


Consumers will not engage with brands if there is no value in it for them (Javornik & Mandelli, 2012:300), and 
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without consumers, who become members of Facebook brand communities, none of the financial or non-financial 
benefits of OBCs would be received by firms. Therefore, it is critical that firms should create content that consumers 
perceive as valuable; so that they would thereby become part of the community and remain members. It is also 
evident that both the consuming activities of Lurkers and the contributing activities of Superfans are needed, to 
ensure positive benefits for consumers and brands. 


CONTRIBUTIONS 


The results of this study are addressing the call for more research into the SNS brand communities and consumers’ 
experiences in these communities (Huang & Chen, 2018:133), by exploring the concept of online engagement in 
brand communities by focusing on Facebook. 


Our results offer a promising starting point for understanding OE in Facebook brand communities, as well as the 
implications or benefits of engagement. This study makes several significant contributions. Firstly, OE is investigated, 
according to a typology of online engagement activities, dividing it into consuming and contributing engagement 
activities. By doing this, more detail can be provided regarding the different types of consumers, specifically Lurkers 
and Superfans; and how their respective engagement benefits the firm and how brands can use this knowledge to 
their advantage, thereby complementing the existing research on SNS marketing (Alalwan, 2018:65-67). 


Secondly, as is evident in the literature, theories, such as the uses and the gratifications theory and service- 
dominant logic, have frequently been overused in the investigation of engagement, but the SOC theory has to-date 
been underexplored and underused so, this study is thoroughly underpinned by the sense of community theory, 
thereby adding to the body of knowledge to assist in forming an overall deeper understanding of OE. 


Thirdly, this study extends the existing knowledge on engagement, by demonstrating that affective commitment (the 
psychological perspective) of engagement as operationalised in the sense of belonging follows on from consumer- 
enacted engagement behaviour. This is in contrast with the findings of Paruthi and Kaur (2017:140), who argue 
that consumer-enacted behaviour follows from the psychological state of OE. There is thus support for both the 
psychological and the behavioural perspective of OE, but a deeper investigation of the psychological perspective is 
still needed. 


Fourthly, the practical implications for firms lie in determining the type of consumer who engages online. This 
provides insights that are valuable to firms in determining how to engage with Lurkers and Superfans, as well as how 
these different types of consumers contribute to the OBC, and what value can be gained from these engagements. 


Overall, the study’s findings have confirmed the previous studies, showing that social media pages, such as 
Facebook brand pages serve successfully as a new form of brand community and that it is important for brands to 
develop these brand pages, in order to foster retention (Gonzalez-Anta et al., 2019:12). 


It is apparent that ‘liking’ a Facebook brand fan page indeed has several positive implications for both consumers 
and firms, which underscores the fact that social media are more than just a communication tool for brands. Apart 
from being a communication tool for brands and firms, Facebook brand pages provide financial and non-financial 
benefits that should be exhausted. 


LIMITATIONS AND DIRECTIONS FOR FUTURE RESEARCH 


A limitation of this study, as is the case with most similar convenience based sampling studies, is that it cannot 
be generalised to the broader population. Also, owing to the constraints, such as time and finances, only the limited 
geographical area of South Africa was covered. For future research, an international sample could be drawn. It is 
known that engagement can be viewed from either a behavioural, or from a psychological perspective; and this study 
is limited to the behavioural perspective of engagement. It only included SOB as a reflection of the psychological 
perspective, and it could be worthwhile to include a deeper investigation of the psychological perspective in future 
research. 


This study also took a narrower interpretation of the antecedents of engagement and it is limited to investigating 
consumers’ OSIP. Future studies could incorporate a broader array of antecedents of engagement, such as the 
motivational drivers for engagement. 
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ABSTRACT 





Satisfied employees play an essential role in bringing financial and non-financial outcomes for any kind of 
organisation. Employees need to be engaged, both mentally and physically, with the organisation’s goals, mission, 
vision and roles. Research showed that companies can enjoy great customer experience and superior business 
results through engaging their employees. In the light of the health crisis of COVID-19 and its aftermath, the general 
aim of the study is to examine employee engagement practices among retail organisations in South Africa. The study 
adopted the approach “Five I’s of Employee Engagement: Inform, Inspire, Instruct, Involve, and Incent” developed 
by Temkin Group. These five constructs were used to develop the conceptual framework and hypotheses, which 
were tested through quantitative method and structural equation modelling. The data were collected by means of a 
self-administered questionnaire that was circulated and hand-delivered to a sample of 250 employees functioning at 
various levels in retail organisations across South Africa. The results showed that, except for instruct, three employee 
engagement practices including inform, involve, and incentivise were significantly related to “inspire”. It indicates that 
the organisations that are higher in inform, involve and incentivise practices are also higher in inspiring practice. In 
addition, an overall evaluation of the Five I’s indicated low mean values, indicating employee engagement practices 
need more improvement. It has implications for human resource managers, decision-makers and retail managers 
regarding effective design and implementation of employee engagement practices, especially in the aftermath of 
COVID-19. 
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INTRODUCTION 


Employees are one of the most essential resources for any kind of organisation. In the past few decades, a 
changing scenario in the world economy has been noticed regarding an emphasis on the need for increased employee 
performance (Jha & Kumar, 2016). These changes create more work pressures for the employees and force them to 
work much harder in order to survive in this competitive market (Jna & Kumar, 2016). 


In recent months a new health pandemic, COVID-19 (coronavirus disease 2019) barged to the forefront with 
added pressure to business and stressed workers. Many businesses are facing challenges such as shifts in demand, 
supply chains, transportation and mobility, lack of proper policy and good work environment, worker protection, and 
the communication gap between the management and employees. These have a negative effect on employees’ 
psychological well-being. Workers face prospects of losing their livelihood, as it is estimated that on a global scale 
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195 million full time jobs will be lost (Bachelet, 2020). COVID-19 and work pressure leads to anxiety, worries about 
the future, unwillingness in work, absenteeism, lower productivity, and a stressful life. 


In dealing with the health crisis and its aftermath business, must reassess the value of employee engagement 
and the importance thereof. “Employee engagement is a workplace approach resulting in the right conditions for 
all members of an organisation to give of their best each day, committed to their organisation’s goals and values, 
motivated to contribute to organisational success, with an enhanced sense of their own well-being.” (Engage for 
Success, 2020). According to Tower Perrin-ISR (n.d), employee engagement consists of three dimensions: cognitive 
— the employee’s evaluation of the organisation’s goals and values; affective - employees sense of belonging to the 
organisation; and behavioural dimension, which is the desire such as retention and willingness to go the extra mile 
for the organisation when necessary. 


Organisations can enjoy great customer experience and superior business results through engaging their 
employees (Lucas & Temkin, 2012). A study conducted by Temkin Group revealed 25 best practices, which they 
termed as “Five l’s of Employee Engagement: Inform, Inspire, Instruct, Involve, and Incent” (Lucas & Temkin, 2012). 
These Five l’s of Employee Engagement are taken as a theoretical foundation for the current study. 


In the light of health crisis COVID-19 and its aftermath, the general aim of this study is to investigate the extent of 
employee engagement practices among retail organisations in South Africa. Specific objectives include the following: 


° To identify and validate the observed variables of inform, inspire, instruct, involve, and incentivise. 
. To explore the extent to which inform, instruct, involve, and incentivise are related to inspire construct. 
. To suggest the improvements needed in employee engagement for retail organisations. 


This paper has been divided into four main parts. First of all, it starts with a review of relevant literature related to 
employee engagement. Next, the research methodology and data analysis techniques have been discussed. After 
that, results along with findings from analyses are discussed and summarised. The study concludes with a discussion 
of theoretical and practical implications followed by a conclusion, limitations and direction for further research. 


LITERATURE REVIEW 


Kahn (1990) denotes that engagement is both the psychological and physical presence of a person while conducting 
a role. Jna and Kumar (2016) define engagement as “a two-way process between employees and an organisation”. 
Engagement is also used as a strategy for augmenting the productivity, performance, commitment, motivation and 
contribution of an employee towards successful goals and values achievement (Jha & Kumar, 2016). Engagement 
results in both financial (i.e. profit) and non-financial returns (i.e. customer satisfaction, service proficiency, attendance 
and retention). Kahn (1990) also identified two dimensions of employee engagement: emotional and cognitive 
engagement. Employees are emotionally engaged when they form meaningful connections, empathy and concern 
for others including co-workers and managers. On the other hand, cognitive engagement means employees are 
intensely conscious of their mission and role in the work environment. Employee engagement in either dimension 
ensures higher overall personal engagement. In contrast, employees who are disengaged tend to isolate themselves 
from work roles and withdraw themselves both cognitively and emotionally (Kahn, 1990). 


According to Abraham (2012), employee engagement is the degree to which workers feel job satisfaction and an 
emotional connection to the success of their business, resulting in improved productivity, innovation and retention. 
As Hewitt (2005) defines, engagement is the measure of both emotional and intellectual commitment of employees 
towards the organisation and its success. In summary, employee engagement can be defined as an employee’s 
emotional and psychological connection with an organisation as well as its people, which eventually leads to either 
positive or negative work behaviour (Cawe, 2006). 


Research of Temkin Group showed that engaged employees are valuable assets and they show some characteristics 
such as trying harder, engaging customers and driving business results (Lucas & Temkin, 2012). Engaged employees 
try harder to get good recommendations for improvement; that is 3.5 times as much as disengaged employees. In 
addition, engaged employees are 5.8 times more committed to achieving organisational success than disengaged 
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employees (Lucas & Temkin, 2012). Companies that have superior customer experience possess around 75% 
of highly or moderately engaged employees. In addition, more sales and customer recommendations result from 
improved customer experience, which can be achieved through engaged employees. The bottom-line contribution 
(i.e. profits) can also be expected from engaged employees (Lucas & Temkin, 2012). 


After interviewing thought leaders, vendors, and practitioners, Temkin Group identified “Five l’s of Employee 
Engagement” including the categories such as Inform, Inspire, Instruct, Involve, and Incent: 


° eInform is defined as the practice of offering employees the required information for understanding vision, brand 
values, and customers’ feelings about the organisation. 

. Inspire is defined as the practice of joining employees to the vision and values of the organisation with a view to 
making them believe it matters and to take pride in their job and the organisation. 

. Instruct is defined as the practice of assisting employees through different programmes such as training, coaching 
and feedback in order to deliver the organisation’s brand promises to customers. 

. Involve is defined as the practice of taking action with employees when designing their jobs, and solving problems 
identified through customer or employee feedback. 

. Incent, or incentivise, is defined as the practice of employing pertinent systems to measure, reward and reinforce 
desired employee behaviours and motivate employees to give their best. 


These practices are well recognised and utilised by several large-scale organisations (Lucas & Temkin, 2012). 
However, the empirical analysis using an employee engagement scale to measure employee engagement performance 
among retail firms in South Africa still remains under-researched. Therefore, the goal of this study is to investigate 
employee engagement in retail organisations in the context of South Africa. 


CONCEPTUAL FRAMEWORK AND HYPOTHESES 


The aim of the study is to determine employee opinions of employee engagement in organisations within South 
Africa. After reviewing pertinent literature (Lucas & Temkin, 2012), the following model is proposed for structural 
equation modelling in this study. 


From the above discussion, four hypotheses (from H1 to H4) were formulated. 


° H:: Employee engagement practice “Inform” is significantly related to “Inspire”. 

. Hz: Employee engagement practice “Instruct” is significantly related to “Inspire”. 

. Hs: Employee engagement practice “Involve” is significantly related to “Inspire”. 

° Ha: Employee engagement practice “Incentivise” is significantly related to “Inspire”. 


FIGURE 1 
CONCEPTUAL FRAMEWORK 
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METHODOLOGY 
Sampling design and data collection 


Sample design is a procedure that includes a selection of a sample of respondents who typically are a part of the 
target population (Akter, 2015). The sample frame is the source or population from which a representative sample is 
taken. In this study, the sample population includes different retail organisations in South Africa. 


Anon-probability convenience sampling technique has been used because of the difficulty and expensive nature of 
the probability sampling process. Moreover, non-probability sampling may also produce good estimates of population 
characteristics (Malhotra, 2010, p.344). The study utilised a quantitative approach with a cross-sectional design. Data 
were collected by means of a self-administered questionnaire that was circulated and hand-delivered, to a sample of 
employees functioning at various levels in retail organisations across South Africa utilising the employee engagement 
survey questionnaire. Hair et al. (2019, p.133) denotes that the number of samples should be a minimum of 5-20 
times as many respondents as the number of variables used in the research. This means that if a study includes 20 
measurement items, the number of samples must be at least 100 (205). 


Researchers also suggested using much larger samples (e.g. 200 and larger) as the number of variables and 
the expected number of factors increases (Hair et al., 2019, p.133). By considering the above facts, the current 
study determines a sample size of 250 respondents. The questionnaire has two parts. In the first part, demographic 
information had been asked including gender, age, rank or position in the organisation, job function, number of 
employees, and age of the organisation. In the second part, respondents were asked to rate on the 20-item employee 
engagement survey questionnaire, which requires respondents to indicate the degree to which certain activities occur 
within their company or organisation using a five-point Likert-scale ranging from 1 — “Never” to 5 — “Always”. A total of 
250 responses were collected. Of those, 245 responses were retained, and the rest were discarded due to missing 
data. The confidence interval for this research is 95% and the rest is the margin of error. 


Measurement instrument 


The scale items for measuring employee engagement practices including inform, inspire, instruct, involve and 
incentivise were adopted from qualitative research and pertinent literature (Lucas & Temkin, 2012). The latent 
constructs and their observed variables are shown in the following table. 


TABLE 1 
CONSTRUCTS AND MEASURED VARIABLES 





Construct Code Items 





Inform INFO1 The company uses a formal customer experience plan identifying key topics, audience segments, delivery channels, and frequency. 
(INFO) INFO2 Internal customer experience communications are tailored to specific job roles. 
INFO3 Employees across the organisation are provided easy access to feedback from customers. 


INFO4 Leaders across the organisation regularly discuss customer experience in their communications. 





Inspire INSP1 The company has a clear set of values, which guides decision-making across the organisation. 


(INSP) INSP2 Executives meet with employees at different levels across the organisation. 


INSP3 Stories about employees helping customers are retold to reinforce company values. 
INSP4___ The company provides resources for employees to participate in volunteer causes. 





Instruct INST1 Customer experience training is embedded in orientation sessions for newly hired employees. 
(INST) INST2  Allmanagers are trained to develop their skills in reinforcing the company’s values with their employees. 
INST3 Managers coach employees on customer-centric behaviour and practices. 


INST4 Employees across the organisation are recruited to teach customer experience behaviours and practices to fellow employees. 





Involve INVO1 Employee feedback is actively solicited and formally acted upon. 
(INVO) INVO2_ The organisation communicates the actions it takes based on employee feedback. 
INVO3___ The organisation facilitates employee interactions across functional teams to raise awareness and increase collaboration. 


INVO4 The organisation uses a defined network of employees as ambassadors of its customer experience efforts. 





INCE1 The organisation has formal incentives for reinforcing good customer-centric behaviours and results. 
Incentivise INCE2 Managers are evaluated based on the engagement levels of their employees. 


(INCE) INCE3 The organisation has a formal peer-to-peer recognition programme. 


INCE4 Teams that demonstrate customer experience excellence are publicly celebrated. 
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TABLE 2 
DEMOGRAPHIC BREAKDOWN OF RESPON- 
DENTS 
Category Subcategory Frequency Percent 
(%) 
Ranking or title | CEO, VP, Director 2 0.8 
Senior Management 28 11.4 
General Management 19 78 
Manager 142 58.0 
Staff 53 21.6 
Function or Product development 10 41 
department Finance 18 7.3 
Logistics/ supply chain 8 3.3 
Pricing 1 0.4 
Sourcing/ procurement 4 1.6 
Operations 66 26.9 
Marketing 24 9.8 
Merchandise management 3 1.2 
Information Technology 6 24 
Human Resources 10 44 
Other 94 38.4 
Number of <10 25 10.2 
a 11-25 29 11.8 
26-50 27 11.0 
51-100 22 9.0 
101-200 23 9.4 
>200 119 48.6 
Gender Male 150 61.2 
Female 95 38.8 
Age 18-24 3 1.2 
25-34 81 33.1 
35-44 105 42.9 
45-54 49 20.0 
55-64 7 2.9 
Age of 1-5 50 20.4 
organisation 6-10 30 12.2 
11-15 19 78 
16-20 7 2.9 
21-25 13 5.3 
25+ 123 50.2 





Data analysis 


Data collected through a questionnaire will be 
analysed using SPSS and SmartPLS software tools. 
Frequency distribution and percentile measures will be 
used primarily for sample distribution. Moreover, the 
reliability of the scale items is established through the 
score of Cronbach’s alpha coefficients. Data analyses 
specifically include demographic profiling of the 
respondents, coding the measurement variables used 
in this study, data normality test, descriptive statistics, 
reliability analysis, validity test, multi-collinearity test, and 
hypotheses testing using structural equation modelling. 


FINDINGS 
Demographic analysis 


As shown in table 2, demographic analysis of ranking 
or title indicates that a maximum number of responses 
have come from managers (58%) followed by staff 
(21.6%). Next, analyses show that the highest number 
of responses have come from the operations department 
(26.9%) followed by marketing (9.8%). The range of 
highest frequency in the number of employees is more 
than 200 (48.6%) indicating maximum participation of 
large organisations. In addition, among the respondents, 
61.2% are male and 38.8% are female. The age range 
“35-44” has the highest frequency (42.9%) followed by 
“25-34” (33.1%). The highest number in the organisation’s 
age is “1-5” (20.4%) followed by “6-10” (12.2%). 


Descriptive analysis 


All independent constructs — including inform, inspire, 
instruct, involve and incentivise — were primarily analysed 
using the scores of mean and standard deviations. As 
illustrated in the following table, all values of skewness 
and Kurtosis values fall within the acceptable range. 
Thus, the normality of the data has been established. 


Reliability analysis 


A common method for examining the reliability of 
individual construct in research is called Cronbach’s alpha 


(George, 2011). The following table contains all the five variables and their observed items. The larger Cronbach’s 
a value ensured the internal consistency among the constructs (Nunnally, 1978). All the Cronbach’s a values range 
between 0.85 and 0.63, which is in the acceptable range. This means that the constructs used in the research are 
reliable for further analysis. 


Structural equation modelling (SEM) was employed to analyse the data and test the conceptual model. A partial 
least square (PLS) SEM technique was employed using SmartPLS software version 3. 
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TABLE 3 
DESCRIPTIVE STATISTICS 











Mean Std. Deviation Skewness Kurtosis 
INFORM 2.5221 83993 .249 -.578 
INSPIRE 2.7701 17374 179 -.467 
INTRUCT 2.5857 1.03467 374 -.582 
INVOLVE 2.4133 90698 400 -.257 
INCENTIVISE 2.3320 92460 330 -.609 
TABLE 4 


CONSTRUCT RELIABILITY ASSESSMENT RESULTS 











Constructs No. of items Cronbach’s alpha values 
INFORM 4 70 
INSPIRE 4 63 
INTRUCT 4 85 
INVOLVE 4 84 
INCENTIVISE 4 TT 
TABLE 5 


MEASUREMENT MODEL SUMMARY 




















Construct Items Factor Loading AVE CR 
INFO1 0.646 0.517 0.810 
INFORM INFO2 0.664 
INFO3 0.761 
INFO4 0.795 
INST1 0.810 0.687 0.898 
INSTRUCT INST2 0.826 
INST3 0.867 
INST4 0.811 
INVOLVE INVO1 0.784 0.674 0.892 
INVO2 0.879 
INVO3 0.867 
INVO4 0.746 
INCENTIVISE INCE1 0.750 0.584 0.849 
INCE2 0.748 
INCE3 0.747 
INCE4 0.810 
INSPIRE INSP1 0.604 0.479 0.784 
INSP2 0.628 
INSP3 0.774 


INSP4 0.747 
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Measurement model analysis 


According to Hair et al. (2019), several measurement items with the numerical value obtained from the research 
participants are used for measuring a latent variable. Confirmatory factor analysis (CFA) is a technique used to 
confirm the items to load on the relevant constructs (Hair et al., 2019). 


Assessment of convergent validity 


For assessing convergent validity, average variance extracted (AVE) and factor loading values are used. Factor 
loading and AVE values above 0.50 indicate good convergent validity (Ling & Ding, 2006; Hair et al., 2019). An AVE of 
0.50 or more means that the latent construct accounts for 50% or more of the variance in the measured variables, on 
the average. Construct reliability can also be determined by Composite reliability (CR), which should be at least 0.70. 
All the values of the factor loading, CR and AVE indicate good convergent validity of each construct. The CR values 
range from 0.898 to 0.784, which fall in the recommended threshold level. AVE values, except the inspire construct, 
range from 0.687 to 0.517, which are above the recommended threshold AVE value of 0.50 (Hair et al., 2019). 


Assessment of discriminant validity 


Discriminant validity is determined by comparing the square root of AVE with the values of correlation coefficients 
among all the constructs (Hair et al., 2019; Fornell & Larcker, 1981) to ensure that there are no large inter construct 
correlations. It also ensures that there should be less cross-loading in order to achieve the unidimensional aspect of 
the model. 


The following table indicates that all values of the square root of the AVE are higher than all the inter construct 


correlations. Thus, the discriminant validity of the model has been achieved. 


TABLE 6 
RESULTS OF DISCRIMINANT VALIDITY 








INCE INFO INSP INST INVO 
INCE 0.764 
INFO 0.501 0.719 
INSP 0.540 0.538 0.692 
INST 0.534 0.538 0.487 0.829 
INVO 0.584 0.572 0.577 0.605 0.821 





Structural model analysis 


The structural model is examined after establishing the validity and reliability of the measurement model (Hair et 
al., 2019). To test the proposed hypotheses, structural model analysis is used. Structural model analysis accepts or 
rejects the stated hypotheses, which show the significance of the relationship (Byrne, 2013; Schumacker & Lomax, 
2004). 


Figure 2 indicates that the value of R? of the model is 0.438, which indicates around 43.8% variation in the 
endogenous contract (inspire) is explained by all the exogenous constructs (inform, instruct, involvement and 
incentivise). 


For the testing significance of hypothesis, a two-tailed t-test with a significance level of 5% has been used where 
the path coefficient will be significant if the t-value exceeds 1.96. The results showed that three employee engagement 
practices — including inform, involve and incentivise — were significantly related to “Inspire” at P<0.05. However, 
employee engagement practice “Instruct” was not significantly related to “Inspire”. Involve has the largest coefficient 
(B=0.263), which indicates that if involvement is increased by 1, inspire will be increased by 0.263. 
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FIGURE 2 
THE STRUCTURAL MODEL 
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TABLE 7 
STRUCTURAL MODEL ANALYSIS RESULTS 








Relationship Path coefficients (8) T statistics P values Result 
INCE -> INSP 0.228 3.178 0.002* Significant 
INFO -> INSP 0.229 3.392 0.001* Significant 
INST -> INSP 0.083 1.273 0.203 Insignificant 
INVO -> INSP 0.263 3.477 0.001* Significant 





Note: *p<0.05, based on two-tailed test; t=1.96. 


DISCUSSION 


The primary aim of the study was to investigate employee engagement practices among retail organisations in 
South Africa. Lucas and Temkin (2012) identified five practices of employee engagement including inform, inspire, 
instruct, involve and incentivise. A conceptual model was developed based on these practices and tested through 
SEM in SmartPLS. The results showed that, except for instruct, three employee engagement practices — including 
inform, involve and incentivise — were significantly related to “Inspire”. It indicates that organisations higher in inform, 
involve and incentivise practices are also higher in inspiring practice. 


Descriptive analysis of the average means of inform, inspire, instruct, involve and incentivise showed the current 
situation of the retail organisations in South Africa regarding employee engagement practices. An overall evaluation 
of the Five I’s indicated low mean values. It means that the current situation of the retail organisations in South Africa 
regarding employee engagement practices needs improvement. 


The findings are in line with Lucas and Temkin (2012). They conclude from an assessment of 255 large organisations 
that only 35% of firms received strong scores in employee engagement in four customer experience competencies 
developed by Temkin Group. The results are also supported by another study of Temkin Group, which found that 
services industries have the most engaged employees while the retail sector has the fewest (Temkin & Lucas, 2013). 
Specific analysis of the mean values of inform, inspire, instruct, involve and incentivise generated some insights. 


Employee engagement in retail organisations: The new normal post COVID-19? 143 


Inspire has the highest mean score (2.7701), which indicates that organisations are higher in inspiring their 
employees than other employee engagement practices. Incentivise has the lowest mean score (2.3320), which 
indicates that organisations are lower in giving incentives to their employees than other employee engagement 
practices. Thus, more improvements are required, and more incentive programmes should be launched for the 
employees. Therefore, this study suggests some implications for human resource managers, decision-makers and 
retail managers regarding effective design and implementation of employee engagement practices. 


CONCLUSION AND FURTHER RESEARCH 


The aim of the study was to investigate employee opinions of employee engagement in different retail organisations 
within South Africa. A conceptual model has been developed and SEM has been performed to test the proposed 
hypotheses related to the relationships between inform, inspire, instruct, involve and incentivise. Among 250 responses 
from different people working in various retail organisations, 245 responses have been finalised for analysis. 


The results of the empirical analysis showed that three employee engagement practices, including inform, involve 
and incentivise, were significantly related to inspire. On the other hand, instruct has no significant relationship 
with inspire. Descriptive analysis with means also concludes that all the practices need to be improved for better 
employee engagement. Nevertheless, every study has limitations and scope for further research and this research 
is no exception. First of all, the results are difficult to generalise because of the use of a non-probability convenience 
sampling procedure, which may not be a representative of the population. Thus, a probability sampling method that 
represents the population properly can be used to generalise the results. Second, a greater sample size can be 
used by future researchers for the precision of the results. Regardless of these limitations, the present research 
has contributed towards existing literature by examining employee engagement practices including inform, inspire, 
instruct, involve and incentivise. 
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